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Business  Fluctuations  and  External  Trade  In  An  Open  Economy, 
Canada  since  1926, 
by  Marian  Krzyzaniak 

A  survey  of  gross  national  expenditure  for  Canada  and  the 
United  States  during  the  period  19&6-1953  revealed  many  differ¬ 
ences  in  tile  manner  in  wiiicii  the  two  series  changed*  One  of 
the  most  important  differences  was  found  to  arise  from  the 
relatively  open  character  of  the  Canadian  economy  as  contrasted 
to  the  more  closed  nature  of  the  American  economy*  The  American 
economy  depended  very  little  on  external  trade,  but  for  Canada  a 
positive  balance  of  trade  and  a  high  level  of  exports  were  of 
vital  importance*  Also  the  relation  of  changes  in  exports  and 
the  balance  of  trade  to  changes  in  gross  national  expenditure 
was  different  in  the  two  countries*  Changes  in  the  Canadian 
balance  of  trade  always,  and  changes  in  exports  usually,  led 
changes  in  gross  national  expenditure  by  one  year  or  more*  The 
United  States  balance  of  trade  and  exports  exhibited  no  such 
consistent  lead  over  gross  national  product* 

A  closer  examination  of  the  Canadian  balance  of  trade  and 
exports  revealed  that  very  considerable  changes  occurred  in 
their  composition  and  direction  during  the  period  under  study* 
For  instance,  during  the  late  twenties  nearly  half  of  the  ex¬ 
ports  of  merchandise  consisted  of  agricultural  and  vegetable 
products,  especially  of  wheat  and  flour.  Since  then  the  share 
of  agricultural  and  vegetable  products  in  Canadian  exports  of 
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goods  declined  to  a  quarter  only. 

As  agricultural  and  vegetable  products  were  exported  mostly 
to  Europe  and  especially  to  the  United  Kingdom,  the  share  of  ex¬ 
ports  destined  for  the  United  Kingdom  as  compared  with  the  total 
exports  declined  as  well.  Moreover,  as  a  result  of  the  defla¬ 
tionary  policy  adhered  to  by  the  United  Kingdom  during  the  twen¬ 
ties,  her  total  trade  with  Canada  was  declining  as  well  during 
this  period.  Changes  in  the  composition  of  exports  to  the 
United  States  were  not  so  extreme,  fhe  more  rapid  cyclical  ex¬ 
pansion  in  the  United  States  during  the  twenties  stimulated  im¬ 
ports  from  Canada.  As  a  result,  Canadian  exports  to  the  United 
States  surpassed  those  to  the  United  Kingdom. 

Accordingly,  Canada  had  to  adjust  to  changes  in  the  direc¬ 
tion  ox  flow  of  her  exports.  fhe  shift  in  export  markets  to 
the  United  States  also  gave  rise  to  changes  in  the  price  struc¬ 
ture.  Particularly  was  this  true  of  the  price  relationships 
between  raw  materials  and  partly  manufactured  products  both  in 
domestic  trade  and  in  foreign  trade.  Prior  to  the  late  twen¬ 
ties,  Canada1 s  external  trade  had  been  largely  adapted  to  price 
and  income  conditions  in  the  British  economy.  The  subsequent 
adaptation  to  the  more  rapidly  inflating  United  States  economy 
initiated  certain  effects,  fhe  resulting  changes  in  the  price 
structure  and  gross  rational  expenditure  of  Canada  by  the  action 
of  the  foreign  trade  multiplier  with  particular  emphasis  on  the 
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role  or  American  income- induced  imports  from  Canada  were  notable. 

During  the  thirties,  the  recovery  in  the  United  Kingdom 
came  about  sooner  and  more  rapidly  than  was  the  case  in  the 
United  States#  During  this  period  Canadian  exports  to  the 
United  Kingdom  again  equalled  those  to  the  United  States,  but 

the  closer  ties  between  the  Canadian  and  American  economies 

1  - 

still  remained.  In  the  post-war  period,  Canadian  trade  with 
the  United  States  once  more  expanded  more  rapidly#  There  is 
little  doubt  left  that  this  trend  will  persist# 
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lUTHODUCTI  0  I  . 

-As  the  title  suggests  this  study  is  an  attempt  to  examine 
the  kinds  and  causes  of  changes  in  Canadian  economic  activity 
associated  with  cyclical  swings  in  business  activity.  The  post¬ 
war  years  included  in  the  period  under  study  were  of  limited  use 
in  some  connections  because  of  possible  abnormalities. 

In- Part  I  of  this  paper  an.  attempt  was  made  to  isolate 
differences  between  changes  in  certain  Canadian  and  American 
series.  The  income  expenditure  approach  was  used,  i.e.,  gross 
national  expenditure,  its  components  and  subcomponents  for  both 
countries  were  compared. 

A  major  handicap  to  this  approach  was  that  yearly  aggregates 
had  to  be  used.  This  meant  a  loss  of  valuable  information  since 
no  exact  timing  of  turning  points  in  studied  series  are  revealed 
in  such  coarse  data.  That  is  to  say,  shorter  leads  and  lags  will 
be  lost  in  summations.  This  was  partially  offset  by  elimination, 
through  summations  of  data,  of  less  important  differences,  par¬ 
ticularly  seasonal  fluctuations. 

Because  of  the  extensive  financial  and  trade  relationships 
existing  between  Canada  and  the  United  States,  it  was  felt  that 
an  initial  approach  should  consist,  of  comparing  the  Canadian 
experience  in  business  fluctuations  with  that  of  its  neighbour 
to  the  southo  To  a  certain  degree  the  same  procedure  was  ex¬ 
tended  to  the  experiences  of  the  United  Kingdom. 

In  comparing  the  various  national  income  series  of  the  United 
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States  with  those  for  Canada,  a  certain  problem  arises  with 
respect  to  the  evaluation  of  the  possible  significance  of 
differences  in  series  of  the  two  countries.  This  applies  to 
questions  of  both  timing  and  intensity  of  changes.  In  view 
of  certain  restrictions  on  both  the  adequacy  and  comparability 
of  data  in  all  years  as  well  as  the  limited  number  of  yearly 
observations  available,  the  author  has  chosen  a  very  coarse 
method  of  stating  differences  which,  it  is  hoped,  will  at  least 
be  sufficient  to  point  up  major  dissimilarities  between  series 
of  the  two  countries. 

Annual  figures  calculated  as  a  percentage  of  the  comparable 
figure  for  the  base  year  (1929)  indicated  the  range  of  change. 
Percentages  of  total  value  of  gross  national  expenditure  indi¬ 
cated  the  importance  of  a  particular  component  or  subcomponent 
to  the  whole  economy,  fuming  points  in  the  various  series  re¬ 
vealed  which  series  led  or  lagged. 

Data  available  were  usually  expressed  in  current  dollars. 
For  some  data  constant  dollar  series  were  also  available  to  the 
writer  for  the  whole  period  under  study  or  for  some  years  at 
least.  Current  dollars  series  were  used  extensively  since  their 
computation  over  long  periods  of  time  can  be  more  exact.  Con¬ 
stant  dollar  series  represent  an  index  of  volume,  and  in  a 
dynamic  society  indexes  with  unchanged  weights  are  not  likely 
to  represent  faithully  actual  changes  in  volume  over  longer 
periods  of  time. 

The  comparability  of  American  and  Canadian  series  was  not 


perfect  in  all  instances.  Canadian  government  spending  excluded 
investment  by  government  businesses  whereas  the  American  counter¬ 
part  of- this  series  included  this  item.  Hence  the  Canadian  gross 
domestic  investment  series  included  investment  by  government 
businesses  and  the  American  series  excluded  this  item. 

(The  gross  domestic  investment  series  was  differently  sub¬ 
divided  in  both  countries.  She  Canadian  series  amongst  other 
components-  was  subdivided  on  the  basis  of  new  residential  con¬ 
struction  and  new  nonresidential  construction.  She  American 
counterpart  showed  only  new  construction,  and  presumably  both 
residential  and  commercial  elements  of  this  series  were  com¬ 
bined.  The  separate  Canadian  series  for  new  residential  and 
for  nonresidential  construction  changed  in  a  different  manner 
over  the  years.  These  differences  were  obscured  in  the  single 
series  for  the  United  States. 

•  Accordingly,  an  attempt  was  made  to  split  the  United  States 
data,  or  at  least  to  estimate  the  residential  and  commercial  com¬ 
ponents.  Two  series  were  utilized  for  this  purpose  from  other 
sources  in  the  United  States:  one  relating  to  ’new  residential 
construction  activity3  and  the  other  to  ’new  nonresidential  con¬ 
struction  activity.  Since  the  sources  involved  differ  from 
those  utilized  in  the  construction  of  the  national  accounts  for 
the  United  States,  the  two  series  do  not  always  add  up  exactly  to 
the  national  accounts  figure  for  new  construction.  Since  the 
discrepancies  are  not  great,  however,  the  separate  series  were 

useful  for  comparative  purposes. 

Part  I  of  thesis  also  sets  forth  figures  for  the  Canadian 
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balance  of  trade,  exports  and  imports.  A  more  thorough  study 
of  Canada1 s  trade  relations  was  found  necessary,  however,  and 
this  was  reserved  for  Part  II  of  the  study. 

Data  for  Part  II  were  somewhat  less  uniform,  than  for  Part 
I  of  this  thesis.  Frequently  for  some  years  data  would  cover 
fiscal  years,  and  at  other  times,  only  calendar  years.  For  some 
data  a  change  in  the  method  of  computation  would  occur  periodi¬ 
cally.  These  difficulties  were  noted  in  the,  text  as  they  occurred. 

The  relation  between  exported  goods  and  their  production  in 
Canada  was  also  studied.  The  difficulty  here  was  that  data  for 
exports  referred  to  certain  groups  of  goods  for  which  data. with 
regard  to  their  production  in  Canada  were  either  lacking  or  were 
obscured  by  lumping  such  data  in  broader  groups  than  was  the  case 
for  exports.  The  same  could  be  said  about  data  relating  exports, 
internal  incomes  and  investment  in  export  industries.  To  avoid 
this  difficulty,  in  some  instances,  a  limited  number  of  goods 
was  chosen  as  representing  the  group.  Closer  examination  was 
then  directed  towards  these  selected  series. 

Despite  the  limitations  of  available  data,  a  number  of  use¬ 
ful  relationships  was  established  emphasizing  the  unique  charac¬ 
teristics  and  changes  in  the  characteristics  of  the  Canadian 
economy  during  the  period  under  study. 
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Chapter  I.  GROSS  RATI OMb  EXPERDITCJRE 


According  to  Prof.  Wesley  Mitchell  1/  among  others,  & 
business  cycle  is  a  fluctuation  in  aggregate  economic  activity. 
The  most  all-inclusive  manifestation  of  si  ch  fluctuation  is  an 
alteration  in  the  direction  of  change  in  real  national  income 
or  output.  Since  money  income  fluctuates  usually  in  the  same 
direction  as  real  income  and  is  easier  to  compute,  changes  in 
money  income  will  be  used  here  as  a  first  approximation  to 
changes  in  real  income  and  aggregate  economic  activity.  More 
specifically,  the  series  for  gross  national  product  or  expendi¬ 
ture  in  money  terms  will  be  used  throughout  in  observing  changes 
in  economic  activity.  On  the  numerous  occasions  where  the  real 
value  of  gross  national  expenditure  is  intended  to  apply,  a 
statement  will  be  made  to  this  effect. 

The  real  value  of  gross  national  expenditure  for  different 
countries  was  calculated  in  units  of  appropriate  currency  of 
constant  value.  For  Canada  the  purchasing  power  of  Canadian 
dollars  during  the  period  from  1935  to  1939  was  the  basis.  For 
the  United  States  the  purchasing  pov#er  of  the  united  States 
dollar  in  1939  was  used  as  a  measuring  stick.  For  Great  Britain 


1/  Wesley  Mitchell,  Business  Cycles;  The  Problem  and  Its  Setting 
(Rational  Bureau  of  "Economic  Research,  Sew  York:,  19 E? ) , 
as  quoted  by 

Alvin  H.  Hansen,  Business  Cycles  and  Rational  Income,  (W.  Horton 
&  Co.,  Rew  York,  1951),  p.  4. 
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the  so  called  International  Units  (I.U. )  were  used  1/ .  An 
international  unit,  according  to  Collin  Clark,  represents  the 
average  quantity  ox  commodities  exchangeable  for  one  .American 
dollar  during  the  period  from  1925  to  1934*  With  this  in  mind 
we  can  proceed  to  study  changes  in  the  money  and  real  values 
of  gross  national  expenditure,  although  this  will  be  limited  to 
the  period  1926-1939  in  the  case  of  the  United  Kingdom#  Diag¬ 
ram  No.  1  illustrates  changes  in  these  series  graphically# 

The  Canadian  and  British  series  in  real  and  money  terms 
increased  from  1926  to  1929.  Although  figures  for  the  United 
States  series  were  not  available  to  the  writer  for  the  period 

1926- 1926  inclu^ve,  it  is  known  from  other  sources  2/  that  1929 
was  also  a  peak  year  for  the  American  series.  In  a  sense  if  is 
difficult  to  say  that  the  British  money  income  reached  a  peak  in 
1929#  It  appears  to  have  been  rather  a  plateau  for  the  years 

1927- 1929. 

Canadian  money  and  real  gross  national  expenditure  declined 
from  1929  to  1933  as  did  the  money  value  of  the  American  gross 
national  expenditure,  but  recovery  in  the  United  Kingdom  started 
one  year  earlier  and  British  money  and  real  incomes  re  ached  their 
trough  in  1932# 


1/  Collin  Clark,  The  Conditions  of  Economic  Progress,  (2nd 
edition,  Macmillan  &  Go.,  London,  1951),  p.  I9i. 

2/  Compare  a  graph  in  Alvin  H.  Hansen,  Business  Cycles  and 
National  Income,  p.  33 • 
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The  expansion  of  Canadian  and  American  gross  national  ex¬ 
penditure  in  current  dollars  and  of  British  real  national  in¬ 
come  ended  in  1927,  but  that  of  Canadian  gross  national  expen¬ 
diture  in  constant  dollars  and  of  British  national  income  in 
current  pounds  continued  through  1928  and  1929*  The  declines 
in  Canadian  and  American  gross  national  expenditure  in  current 
dollars  were  short  lived  only.  The  lowest  level  was  reached  in 
1928  and  another  expansion  followed. 

The  war  period  witnessed  sharp  increases  in  gross  national 
expenditure  in  Canada  and  in  the  United  States.  It  is,  however, 
difficult  to  say  ;just  when  the  abnormalities  of  the  wartime 
period  ended,  numerous  wartime  economic  measures  were  not  dis¬ 
carded  immediately  after  the  war.  Some  are  still  with  us.  The 
highest  level  in  Canadian  gross  national  expenditure  for  the 
period  1929  to  194b  inclusive  occurred  in  1944  and  was  followed 
by  a  lowest  level  in  1942,  leading  the  American  gross  national 
expenditure  with  its  highest  level  reached  in  1942  and  lowest 
in  1946.  The  same  lead  can  be  seen  in  real  terms.  The  Canadian 
series  in  constant  dollars  reached  the  highest  point  in  1944  and 
the  lowest  in  1942  and  the  United  States  series  reached  the  high¬ 
est  level  in  1942.  Both  series  in  constant  dollars  reached  their 
lowest  level  in  1942. 

The  postwar  period  witnessed  a  steady  increase  in  gross 
national  expenditure  in  constant  dollars  in  both  countries,  but 
there  were  differences  in  the  current  dollars  series.  The  Canadian 
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gross  national  expenditure  in  current  dollars  increased  con¬ 
tinually  but  the  American  exhibited  a  disturbance  from  1948  to 
1949.  The  peak  in  1948  was  followed  by  a  shallow  trough  in 
1949.  From  1949  the  movement  upwards  continued. 

The  exact  timing  of  turning  points  was  not  given  by  the 
annual  data  used  here.  According  to  E.  Marcus  1/  the  upper 
turning  point  in  1989  was  reached  in  Canada  by  the  end  of  March, 
1989,  and  in  the  United  States  in  June  of  the  same  year.  Marcus 
has  stated  it  as  follows: 

1  •  •  •  After  the  first  quarter  of  1989  bank  debits, 
which  had  been  exceeding  the  corresponding  months  of 
1988,  started  to  decline.  The  drop  in  wheat  and  in  wheat 
flour  exports  hit  steamship  and  railroad  earnings,  as 
well  as  the  textile  industry  through  lessened  demand  for 
flour  sacks*  Both  newsprint  and  woodpulp  exports,  par¬ 
ticularly  to  the  U.S*,  were  also  below  the  previous  year. 

As  the  declines  spread,  other  industries  reacted.  Pig 
iron  dropped  in  March.  Construction  contracts  which  had 
been  running  ahead  of  the  previous  year,  dropped  below  in 
April  and  May,  1989. 

At  the  end  of  March  stock  prices  broke  sharply  both 
in  Canada  and  the  U.S*,  Canadian  prices  declining  much 
more  ....  From  April  on  the  chronicle  is  a  dreary 
repetition  of  recession  in  the  individual  Canadian  indices* 
The  down  turn  was  now  well  under  way  to  be  followed  in 
June  by  the  U.S.  •  •  .  f 

The  end  of  the  contraction  which  started  in  1989  was  diffi¬ 
cult  to  ascertain  exactly  but  could  be  located  in  the  first  quar¬ 
ter  of  1983  for  Canada  and  in  March,  1983  for  the  United  States. 
Once  more  E.  Marcus  8/  is  quoted: 


1/  Edward  Marcus,  ^Cyclical  Turning  Points,  Canada,  1988^1989 f, 
The  .American  Economic  Heview.  ( September,  1958) ,  p.  576. 

8/  E.  Marcus,  op.  cit.,  pp.  579-580. 
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T  •  •  •  Coincident  with  the  British  recovery  the 
turning  point  in  many  Canadian  export  indices  occurred 
in  mid  1932,  particularly  those  for  sterling  block 
market s-foodstuffs,  nonferrous  metals,  and  automobiles# 

•  •  •  •  •  Then  in  March,  1933  the  .American  recovery 
began#  This  aided  Canada  both  directly,  because  of  the 
increased  buying  by  Americans,  and  indirectly,  the  in¬ 
tangible  currents  of  American  business  psychology  spread¬ 
ing  Northward  across  the  border  •  •  #  only  newsprint  ex¬ 
ports  lagged  because  American  advertising,  and  thus 
newsprint  consumption,  lagged  until  the  last  quarter  of 
the  year# 1 

A.E.  Safarian  1/  sees  things  in  much  the  same  way: 

’There  is  some  evidence  to  suggest  that  exports  were 
one  of  the  forces  which  led  the  recovery  after  the  first 
quarter  of  1933,  and  also  led  the  short  downswing  which 
began  in  1937#  Using  seasonally  adjusted  data,  it  is 
possible  to  identify  the  low  point  of  the  index  of  physi¬ 
cal  volume  of  production  excluding  agriculture  in  the 
first  quarter  of  1933.  There  was  some  levelling  out  in 
the  various  series  of  movements  in  production  in  the 
third  quarter  of  1932,  but  the  index  fell  again  in  the 
next  two  quarters.  The  seasonally  adjusted  index  of 
export  values  (excluding  gold)  levelled  out  all  through 

1932  and  particularly  in  the  last  two  quarters#  In  the 
first  quarter  of  1933  exports  rose  slightly  by  1#5 
per-centage  points,  the  rise  in  the  remaining  quarters 
of  1933  was  faster,  carrying  the  index  from  39.0  in  the 
fourth  quarter  of  1932  to  49.5  in  the  fourth  quarter  of 

1933  (1935-9  »  100).  The  index  of  mining  production, 
which  is  heavily  weighted  by  export  items,  began  to 
rise  as  early  as  August  1932#’ 

The  next  downturn  occurred  in  193?#  it  could  be  located 
somewhere  in  the  middle  or  1937  with  the  Canadian  gross  national 
expenditure  leading  the  American  once  again#  k.  Marcus  2/  has 


1/  A.E.  Safarian,  foreign  Trade  and  the  Level  of  economic 
Activity  in  Canada  in  the  1930 1  s’.  The  Canadian  Journal  of 
Economics  and  Political  Science, - (August,  1952,  No.  3,  vox. 
T57  University  of  Toronto  .tress),  p.  340-1. 

2/  E.  Marcus,  op.  cit.,  p.  581. 
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th  is  to  day  concerning  the  interruption  of  1937: 

fIn  a  pattern  strikingly  similar  to  that  before  the 
1929  turning  point,  the  Canadian  recovery  ceased  before 
the  American  cycle  reached  its  peak.  Once  again  there 
were  specific  difficulties  within  the  newsprint  and  wheat 
sectors  that  accounted  for  the  turning  point  within  Can¬ 
ada.  Canadian  wheat  and  paper  indices  started  to  falter 
several  months  before  the  1937  drop  in  the  United  States, 
fhe  recovery  in  Great  Britain  showed  signs  of  hesitation 
in  the  latter  half  of  193b,  thus  ending  the  upward  move¬ 
ment  of  Canadian  exports  to  that  country.  Wheat  and 
wheat  flour  exports  were  particularly  affected. 

Meanwhile,  in  the  United  States,  perhaps  as  an  ad¬ 
vance  sign  of  the  recession,  newspaper  advertising  ceased 
to  gain  at  the  beginning  of  1937.  American  newsprint 
production  also  stopped  increasing.  Hence  by  the  early 
Spring  of  that  year  Canadian  wood  pulp  exports  to  the 
United  States  were  losing  momentum,  as  had  also  occurred 
eight  years  before  •  •  •  •  1 

A.  E.  Safarian  1/  sees  the  downturn  in  1937  in  the  following 

way: 


*fhe  high  point  in  physical  volume  of  production  in 
1937  was  reached  in  the  last  quarter  of  that  year  although 
there  was  not  much  change  in  the  previous  two  quarters. 

Again  we  find  exports  and  related  series  like  mining  pro¬ 
duction  leading  this  downswing.  Exports  reached  a  high 
point  as  early  as  the  first  quarter  of  1937,  fell  slightly 
in  the  second  quarter  and  declined  steadily  through  the 
next  four  quarters.  (It  must  be  kept  in  mind,  of  course, 
that  nonmonetary  gold  is  not  included  in  this  quarterly 
index.  Production  of  gold  continued  to  rise  and  to  pro¬ 
vide  a  special  stimulus  through  this  period). 

...  fhe  rise  in  exports  (including  gold)  in  1937  was 
$100  million  as  compared  with  a  rise  of  f£3b  million  in 
193b;  this  $100  million  increase,  moreover,  was  more  than 
offset  by  a  sharp  rise  of  #164  million  in  imports  •  •  •  • 
Almost  half  of  the  decrease  in  the  value  of  exports  in 
1936  was  due  to  lower  wheat  and  flour  exports.  Other 
large  declines  were  in  wood  products,  including  newsprint, 
and  in  nonferrous  metals  and  produets. 

fhe  lead  of  exports  in  1937  is  therefore  again  apparent.1 


1 /  A.E.  Safarian,  op.  cit.,  pp.  340-1 
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Much  space  has  been  devoted  here  to  the  views  of  E.  Mar¬ 
cus  and  A.E.  Saiarian.  This  was  done  for  a  purpose,  since 
these  writers  made  use  of  more  refined  short  period  data.  The 
findings  of  the  author  using  coarser  annual  data  checx  with 
those  of  Marcus  and  Safarian,  but  do  not  stand  in  such  bold  re¬ 
lief.  In  any  event,  the  analysis  of  turning  points  suggests 
the  crucial  nature  of  cnanges  in  the  Canadian  exports. 

An  examination  of  the  intensity  of  changes  in  gross  nation¬ 
al  expenditure  will  be  helpful.  Expansions  and  contractions  of 
the  American  economy  seemed  to  be  more  extreme  than  those  of 
Canada.  The  economy  of  the  United  Kingdom  was  very  stable  dur¬ 
ing  the  late  twenties  although  our  data  do  not  reveal  whether 
or  not  the  stability  was  achieved  at  a  high  or  a  low  level  of 
economic  activity.  It  is  a  well  Known  fact  that  the  United 
Kingdom  suffered  from  substantial  unemployment  all  through  the 
twenties;  hence  the  stability  noted  was  more  a  reflection  of  a 
slow  recovery  process  than  of  a  uniformly  high  level  of  economic 
activity.  The  British  economy  was  not  nearly  so  depressed  dur¬ 
ing  the  Great  Depression  as  was  the  case  in  Canada  and  the  United 
States.  The  recovery  following  the  depression  started  one  year 
earlier  from  a  trough  in  193&  and  was  quite  strong  in  the  United 
Kingdom.  The  Canadian  and  American  economies  during  the  thirties 
never  recovered  to  the  level  of  19&9  income.  The  British  economy, 
on  the  other  hand,  reached  a  level  well  above  this.  Let  us 
compare  the  following  table. 
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Gross  National  Expenditure  in  Canada  and  the  United  States 
and  National  Income  in  Great  Britain,  Selected  Years,  1926 
-1936,  in  Millions  of  Current  Dollars  or  Current  Pounds 
and  as  Relatives  (1929  *  100).  1/ 


Canada 

The  United 

States 

The  United  Kingdom 

Year 

$000000  Relatives  $000000  Relatives 

£000000 

Relatives 

1926 

5294 

85.9 

N.c. 

N.c. 

4148 

95.1 

1929 

6166 

100 

103828 

100 

5337 

100 

1932 

4096 

87.5 

1933 

3552 

57.3 

55760 

53.7 

3908 

89.5 

1937 

5355 

86.  8 

90213 

86.9 

4987 

114.3 

1938 

5233 

84.9 

84683 

81.6 

5183 

118.8 

The  postwar  changes  in  gross  national  expenditure  revealed 
a  gap  between  gross  national  expenditure  in  money  terns  and  in 
real  terns  in  Canada  as  well  as  in  the  United  States,  These  gaps 
pointed  to  strong  inflationary  price  changes  that  occurred  in 
both  economies  after  the  start  of  the  war.  During  the  war 
government  controls  often  concealed  the  progress  made  by  in¬ 
flation  of  prices  setting  artificial  levels.  After  the  second 
world  war  many  of  these  controls  were  dropped  and  consequently 
prices  increased  greatly.  Korean  war  expenditures  and  new 
armaments  programs  in  the  United  States  and  in  Canada  were  ac¬ 
companied  by  further  price  increases.  Many  controls  were  im¬ 
posed  but  they  were  more  selective  and  the  general  level  oi 
prices  was  allowed  to  increase  steeply. 

An  additional  longer  trend  is  also  implied  by  the  relation¬ 
ship  charted  in  Diagram  No.  1.  The  plotted  gross  national  ex- 
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penditure  series  for  the  United  States  and  Canada  were  converging 
slightly  -  and  this  applied  to  both  the  real  and  money  series* 

For  instance,  the  Canadian  gross  national  expenditure  in  money 
terms  represented  5*9  per  cent  o f  th®  American  in  19E9,  5*?  per 
cent  in  1946  and  6*6  per  cent  in  1952*  Similarly  the  Canadian 
gross  national  expenditure  in  real  terns  represented  6*2  per 
cent  of  the  American  in  19£9,  6*5  per  cent  in  1946  and  6*6  per 
cent  in  1951  despite  the  fact  that  the  United  States  was  on©  of 
the  leading  countries  in  its  rate  of  growth*  fhis  emphasizes 
the  very  high  rate  of  increase  in  Canadian  production  and  in¬ 
come  over  the  years,  and  suggests  a  very  optimistic  outloox  for 
the  future* 
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Chapter  II.  PDRSOFAL  COHSOilPTIOH  of  goods  ahd  sswicdd. 

Personal  consumption  expenditure  in  Canada  and  in  the  United 
States  paralleled  closely  gross  national  expenditure.  Usually 
contraction  or  expansion  in  gross  national  expenditure  was  accom¬ 
panied  by  contraction  or  expansion  in  personal  consumption.  The 
only  difference  to  be  found  was  the  contraction  in  Canadian  gross 
national  expenditure  from  1937  to  1938  accompanied  by  a  further 
expansion  in  personal  consumption.  A  similar  phenomenon  occurred 
in  the  1948-1949  period  in  the  American  economy. 

Personal  expenditure  and  gross  national  expenditure  in  both 
countries  were  charted  in  Diagram  Ho.  2. 

For  comparison,  further  information  concerning  the  American 
personal  consumption  expenditure  from  1926  to  1928  is  desirable. 
According  to  A.H.  Hansen  1/  this  period  was  one  in  which  both  per¬ 
sonal  consumption  expenditure  and  gross  national  expenditure  ex¬ 
panded. 

Diagram  Ho.  2  indicates  that  personal  consumption  expendi¬ 
ture  was  more  stable  than  was  gross  national  expenditure.  To 
indicate  the  range  of  change,  relatives  of  personal  consumption 
expenditure  have  been  calculated.  These  relatives  reveal  that 
changes  in  American  personal  consumption  expenditure  were  more 
extreme  than  were  the  Canadian.  Ho  figures  were  given  for  the 
postwar  period  since  the  base  values  for  1929  can  hardly  be 


1/  Alvin  H*  Hansen,  op.  cit.,  p.  88. 
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eomparable  to  values  and  conditions  ruling  following  the  war. 

Personal  Consumption  Expenditure,  Canada  and  the  United 
States,  Selected  Years,  1926-1938,  as  Relatives  {1929 
=  100).  Calculated  from  Data  in  Current  Dollars.  i/ 


Year 

Personal  Consumption 
Expenditure, 

Canada 

Pe r so n al  Co nsump t i on 
Expenditure, 

Phe  United  .States 

1926 

83.9 

H.e. 

1929 

100.0 

100.0 

1933 

65.7 

58.8 

1937 

86.0 

85.2 

1938 

86.8 

81.9 

A  different  relative  change  in  personal  consumption  ex¬ 
penditure  from  that  of  gross  national  expenditure  results  in 
personal  consumption  expenditure  forming  a  higher  percentage 
of  gross  national  expenditure  in  times  of  low  activity  and  a 
lower  percentage  in  times  of  higher  activity.  In  other  words, 
the  average  propensity  to  consume  in  both  countries  rose  in 
contraction  and  declined  in  expansion;  the  American  propensity 

V 

being  slightly  larger  than  the  Canadian.  Such  change  in  the 
average  propensity  to  consume  meant  also  that  the  marginal  pro¬ 
pensity  to  consume  was  lower  than  the  average  if  the  marginal 
was  a  constant. 

In  the  postwar  period  the  average  propensity  to  consume 
apparently  shifted  downwards  to  a  substantially  lower  level. 
Other  components  must  now  form  a  greater  part  of  gross  national 
expenditure.  Also  the  pattern  of  change  in  average  propensity 
to  consume  as  calculated  from  current  dollars  data  was  difficult 


1/  Cf.  post  tables  4  &  5 
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to  establish  for  postwar  years.  The  figures  indicate  that  the 
marginal  propensity  to  consume  could  not  have  been  a  constant 
in  this  period# 


TAB LA. 

The  Average  Propensity  to  Consume,  Canada  and  the 
United  States,  Selected  Years,  1926-1952.  Original 
Data  Measured  in  Current  Dollars#  1/ 


Year  Average  propensity  Average  propensity 

to  consume,  Canada  to  consume,  The 

United  states 


1926 

81.1 

il  e  C  a 

1929 

71. £ 

75.9 

1933 

81.5 

85.1 

1937 

70.5 

74.4 

1938 

72.9 

76.2 

-  — - 

1946 

66.3 

67.2 

1948 

64.8 

68.7 

1949 

66.6 

70. 0t 

1950 

66.1 

68.5 

1952 

62.1 

62.7 

As  such  calculations,'  based  on  current  dollars  series,  may  not 
have  revealed  the  true  pattern  of  change  in  personal  consumption 
expenditure  an  attempt  was  made  to  compute  the  average  pro¬ 
pensity  to  consume  from  data  in  constant  dollars# 


1/  Cf#  post  tables  4  &  5 
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TABLB 

The  Average  Propensity  to  Consume,  Canada  and  the  United 
States,  Selected  Years,  It £6- 19 51 v  3&w  Data  Measured  In 
Millions  of  Constant  Dollars  9  35-9  »  1Q0)'. 


Pro. 

penalty 

as  a  Pere 

entage. 

Canada  1/ 

The  United  states  2/ 

Year 

Gro  ss 

Pers# 

Aver# 

Gross 

Pers« 

Aver. 

nation 

•  con sum# 

pro pens* 

nation. 

eonsura. 

propens. 

expend 

•  expend# 

to  cons# 

expend. 

expend. 

to  cons. 

1929 

5337 

3685 

69.0 

85900 

62200 

72.4 

1933 

3772 

3055 

82.9 

61500 

51100 

83.1 

1939 

5664 

3820 

67.4 

91300 

67500 

73.9 

1946 

9045 

6189 

68.4 

138400 

95700 

69.2 

1948 

9438 

6368 

67.5 

143500 

100300 

69  •  9 

1949 

9722 

6612 

68.0 

144000 

103200 

71.7 

1950 

10330 

7022 

68.0 

154800 

108500 

70.1 

1951 

10899 

6991 

64.1 

167300 

108400 

65.0 

A 

The  postwar  shift  in  the  average  propensity  to  consume  was 


visible  also  here  though  it  was  not  so  large  as  in  the  previous 
table .  The  propensities  calculated  from  data  in  current  and 
constant  dollars  declined  steeply  in  1951  which  undoubtedly 
would  reflect  increased  government  spending  due  to  the  Korean, 

war# 


The  1949  rise  in  the  average  propensities  to  consume  in¬ 
dicated  the  tendency  of  personal  consumption  expenditure  to 
.form  a  larger  part  of  gross  national  expenditure  in  periods  of 
recession#  Although  the  Canadian  gross  national  expenditure 
continued  to  rise  that  year,  the  rate  of  change  declined  in- 


1/  National  Accounts,  1926-1950,  and  National  accounts,  1949-1952# 

2/  Statistical  Abstract  of  the  United  States,  1952,  (u.S.  Dept# 
o-t.  Commerce,  Bureau  of  the  Census,  Washington,  1952),  p.  254# 
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di eating  a  change  corresponding  to  the  recession  that  was  dis¬ 
tinctly  visible  in  the  American  economy. 

Personal  consumption  expenditure  can  he  studied  in  more 
detail  as  it  has  been  divided  into  expenditure  on  durable  goods, 
nondurable  goods  and  services.  Diagram  No.  3  gives  the  Cana¬ 
dian  components,  and  Diagram  No.  4  the  American  components  of 
personal  consumption  expenditure.  A  comparison  of  the  diagrams 
indicates  that  changes  in  the  Canadian  components  resembled  changes 
in  the  American.  The  most  volatile  component  of  personal  con¬ 
sumption  expenditure  was  the  consumption  of  durable  goods,  and 
the  least  volatile,  the  consumption  of  services.  There  appears 
to  be  a  tendency  for  the  latter  to  decline  in  importance  in  the 
long  run. 

The  following  table  gives  relative  changes  in  these  com¬ 
ponents.  The  letter  fCs  stands  for  the  Canadian  economy  and  the 
letter  IAt  for  the  American. 

TABLE 

Components  of  Personal  Consumption  Expenditure,  Canada  and 
the  United  States,  Selected  Tears,  1926-1938,  as  Relatives 
,{1929  =  IOC  ).  Calculated  from  Data  in  Current  Dollars.  1/ 


Durables  Nondurables  Services 


Year 

C 

A 

C 

A 

C 

A 

1926 

72.1 

N.c. 

83.8 

N.c. 

87.1 

N.c. 

1929 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

!  1933 

39.3 

37.4 

65.4 

59.0 

73.0 

65.0 

!  1934 

1937 

80.0 

74.8 

87.6 

93.4 

72.7 

84.7 

78.6 

1938 

75.2 

61.4 

87.2 

90.2 

89.1 

78.1 

The  range 

of  change 

indicates 

that  all 

American 

component 

were  slightly  more  volatile  than  were  the  Canadian  but  the 


1/  Cf.  post  tables  4  &  5 
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Millions  of  Dollars 
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difference  was  rather  small  in  consumptions  of  durables.  In 
addition  the  swing  downwards  from  1937  to  1938  was  greater  in 
the  American  components  than  in  the  Canadian.  Consumption  of 
services  differed  in  timing  as  well.  The  American  consumption 
of  services  reached  the  lowest  level  in  1933  and  the  Canadian 
in  1934  but  the  decline  in  the  latter  from  1933  to  1934  was 
very  slight.  In  1938  the  Canadian  series  did  not  decline  at 
all  as  did  the  American,  but  here  again  the  decline  in  the 
American  series  was  very  slight. 

If  these  components  were  expressed  as  percentages  of  gross 
national  expenditure  in  current  dollars,  the  impression  is  re¬ 
ceived  that  the  changes  in  the  two  economies  resembled  each 
other  although  Canadians  spent  their  money  in  a  little  diff¬ 
erent  way.  Ihe  following  table  gives  the  percentages  including 
figures  for  the  postwar  period.  Once  again,  the  letter  TQf 
stands  for  Canada  and  the  letter  ?A?  for  the  United  States. 

IABLE 

Components  of  Personal  Consumption  Expenditure,  Canada 
and  the  United  States,  Selected  Years,  1936-1952,  as 
Percentages  of  Gross  national.  Expenditure.  Calculated 
from  Data  in  Current  Dollars..  1/ 


Durables  nondurable s  Services 


Year 

G 

A 

G 

C 

A 

19  £6 

5.3 

n.o. 

39.0 

I.c. 

25.5 

I.c, 

1929 

6.1 

9.0 

39.8 

36.3 

25.1 

30.5 

1933 

4.2 

6.3 

45.3 

39.9 

31.7 

36.9 

1934 

1937 

5.8 

7.8 

40  .2 

39.0 

27.9 

24.5 

27.6 

1938 

5.6 

6.8 

41.0 

40.2 

26.3 

29.2 

1846 

4.9 

7.9 

42.2 

40.7 

19.2 

21.1 

1948 

5.8 

8.8 

41.4 

38.9 

17.5 

20.9 

1949 

6.2 

9.3 

41.3 

38.4 

18.7 

22.4 

1950 

7.4 

10.3 

39.1 

36.2 

18.7 

22.0 

1952 

6.8 

8.0 

36.5 

dL .  3 

19.0 

20.9 

V  Cf.  post  tables  1,  4  &  5. 
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The  declining  long  tern  trend  in  consumption  of  services 
is  apparently  due  to  the  development  of  service- replacing  con¬ 
sumption  goods  as  a  growth  in  wealth  might  be  expected  to  bring 
an  increase  in  this  category  of  consumption.  The  greater  pro¬ 
portional  consumption  of  services  in  the  United  States  is 
probably  due  to  its  higher  per  capita  income  although  distri¬ 
bution  of  income  is  of  great  significance. 

The  figures  also  indicate  that  there  was  a  rising  trend 
in  the  consumption  of  durables  in  Canada  which  may  be  due  to 
an  increase  in  Canadian  incomes,  and  also  to  the  adoption  of 
goods  that  had  earlier  entered  into  consumption  in  the  United 
States. 
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Chapter  III.  GOVEBKMBNf  SPEMOG 

The  series  for  government  spending  in  Canada  and  the  United 
States  were  not  well  correlated  with  the  respective  gross  nation¬ 
al  income  series.  United  States  government  spending  lagged  be¬ 
hind  gross  national  expenditure  with  a  peaic  in  1931,  a  trough  in 
1933  and  a  peas  in  1936.  A  decline  in  1937  came  to  an  end  with 
the  recession  or  1938.  The  American  government  then  stepped  up 
its  spending  which  later  culminated  in  very  substantial  war 
spending. 

Canadian  gar  ernment  spending  increased  from  19^6  to  1930, 
again  lagging  behind  the  upper  turning  point  in  gross  national 
expenditure  which  occurred  in  19&9.  The  decline  in  the  govern¬ 
ment  spending  series  lasted  until  1933.  Thereafter  the  series 
increased  at  a  moderate  rate,  after  which  time  public  spending 
increased  sharply  for  war  purposes. 

In  the  immediate  post-war  period,  government  spending  de¬ 
creased  substantially  from  wartime  levels#  A  new  trough  was 
reached  in  Canada  and  in  the  United  States  in  1947  followed  by 
sharp  increases  interrupted  by  a  disturbance  for  the  1949-1930  period 
in  the  American  series.  The  Canadian  series  increased  from  1949 
to  1950  but  at  a  reduced  rate  of  increase.  The  money  levels  of 
government  spending  attained  in  195&  approached  previous  war¬ 
time  levels.  This  was  not  the  case  for  the  real  value  of  govern¬ 
ment  spending,  however,  due  to  substantial  postwar  increases  in 
the  price  level. 
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A  comparison  was  also  made  between  the  relative  rates  of 
change  in  government  spending  and  gross  national  expenditure 
for  the  two  countries*  Here  it  was  found  that  at  the  end  of 
the  thirties  government  spending  increased  more  than  in  pro¬ 
portion  to  total  expenditures  in  both  countries* 

Diagram  No.  5  illustrates  Canadian  and  United  States 
government  spending  plotted  on  semilogarithmic  graph. 

As  in  the  preceding  chapter  the  range  of  change  will 
interest  us. 

fABLE 


Government  Spending,  Canada  and  the  United  States, 
Selected  Years,  1926-1938,  as  Belatives  (1929  s  100)#  1/ 


Year 

Canada 

fhe  United  States 

1926 

76.9 

N.e. 

1929 

100.0 

100.0 

1930 

112.4 

1931 

106.8 

1933 

77.1 

93.9 

1936 

138.6 

1937 

98.4 

136.8 

1938 

105.6 

150.5 

fhe  above  figures  reveal  the  size  of  the  expansion  in 
government  spending  during  the  thirties.  It  is  also  evident 
that  the  American  government  expanded  its  spending  more  than 
did  the  Canadian  government.  To  judge  this  expansion  more 
readily,  government  expenditures  as  a  percentage  of  total  gross 
national  expenditure  were  calculated,  fhese  are  reproduced  in 
the  table  to  follow. 


1/  Cf.  post  table  6 
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TABLE 

Government  Spending,  Canada  and  the  United  States,  Selected 
Years,  1926-1952,  as  Percentages  of  Gross  National  Expenditure*  i / 


Year 

Canada 

fhe  United  States 

192b 

9.8 

H.e. 

1929 

11*0 

8.1 

1930 

13.8 

10.1 

1931 

16.2 

12.1 

1933 

14.8 

14.3 

193b 

12.8 

14.2 

1937 

12.5 

12.8 

1936 

13.8 

15.1 

194b 

15.2 

14.6 

1948 

11.5 

14.1 

1949 

12.9 

16.9 

1950 

12.7 

15.0 

1958 

18.3 

28.3 

file  above  figures  reveal  how  much  the  share  of  government 
spending  has  increased  since  1929.  In  the  earlier  years  of  the 
period  under  study  Canadian  government  spending  was  comparatively 
higher  than  the  United  States  counterpart*  During  the  mid-thirties 
the  American  government  spending  increased  more  rapidly  and  on 
the  basis  of  our  percentage  calculations  became  several  percent¬ 
age  points  higher  than  the  Canadian  counterpart*  fhis  relation¬ 
ship  has  persisted  during  the  post-war  era  as  well. 

Aside  from  the  level  of  government  spending,  the  other  as¬ 
pect  of  some  significance  has  to  do  with  the  way  in  which  govern¬ 
ment  spending  was  financed  over  the  years*  If  public  funds  were 
drawn  from  income  receivers  a  transfer  of  purchasing  power  oc¬ 
curred  with  the  aggregate  amount  of  purchasing  power  remaining 
unchanged  caeteris  paribus*  It,  however,  government  spending  ex- 
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ceeded  government  revenue  and  a  deficit  occurred  (  in  fact  a  new 
credit  expansion)  additional  purchasing  power  was  created  and 
introduced  into  the  national  economy.  X f,  instead,  a  surplus 
occurred  then  purchasing  power  would  have  been  annihilated  to 
the  amount  ox  that  surplus® 

In  times  of  contraction  in  national  income  aggregate  pur¬ 
chasing  power  is  normally  declining  and  a  gap  may  exist  between 
the  amount  of  goods  and  services  capable  of  being  produced  in 
the  economy  and  the  amount  of  purchasing  power  available  to  buy 
such  goods  at  prices  adequate  to  producers.  Usually  this  short¬ 
age  of  purchasing  power  is  created  by  liquidation  of  private 
debts,  and  here  government  deficit  spending  by  new  credit  ex¬ 
pansion  may  assist  in  countering  the  deflation  in  private  sector, 
fhe  opposite  effects  might  be  expected  to  hold  in  the  case  of  a 
budgetary  surplus. 

fhe  conscious  use  or  alterations  in  public  taxation  and 
spending  policies  in  this  way  was  not  well  recognized  prior  to 
the  decline  of  the  thirties.  A  presumption  appeared  to  be  wide¬ 
spread  that  tne  state  should  adhere  to  ’sound  financial 1 
practices  judged  against  private  standards,  fhis  normaLly 
implied  driving  for  a  balanced  budget  or  for  a  reasonable  surplus. 
In  deflationary  periods,  perhaps  fortunately,  it  was  frequently 
impossible  to  achieve  such  a  goal  due  to  greater  rigidities  in 
public  expenditure  than  in  revenues.  Due  partly  to  this 
difficulty  and  partly  to  conscious  deficit  fiscal  planning. 
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budgetary  deficits  increased  and  persisted  throughout  prac¬ 
tically  the  whole  period  of  the  thirties.  The  income  effects 
of  the  deficits,  however,  are  difficult  to  assess  ctuantitati- 
vely. 

It  is,  of  course,  not  only  the  immediate  addition  to  pur¬ 
chasing  power  that  counts.  If  no  offsetting  cut  in  spending 
develops  in  other  parts  of  the  economy  then  an  infection  of 
purchasing  power  by  public  deficit  spending  must  increase  the 
national  income  according  to  the  multiplier  effect.  For  prac¬ 
tical  reasons  let  us  assume  a  marginal  propensity  to  consume 
of  0.6  or  a  final  effect  2.5  times  greater  than  the  initial 
injection.  Time  will  be  needed  for  the  effects  to  worm  out, 
but  the  first  several  periods  will  realize  the  greatest  change. 

Diagram  35o.  6  illustrates  the  size  of  government  deficits 
and  surpluses  during  the  thirties  in  Canada  and  the  United 
States.  Canadian  deficit  spending  increased  sharply  from  1929 
to  1931,  declined  to  1932,  levelled  off  until  1935  and  declined 
to  nearly  zero  in  1936.  This  level  was  maintained  in  1937  and 
when  another  recession  occurred  from  1937  to  1938  the  deficit 
was  once  again  increasing.  One  would  lime  to  know  if  the 
changes  in  gross  national  expenditure  were  related  to  changes 
in  deficit  spending  and  if  such  changes  could  have  resulted 
from  straight  multiplier  action. 

The  theoretical  results  of  multiplier  action  of  government 
deficit  spending  in  Canada  are  given  in  Appendix  A.  The 
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calculations  were  based  on  certain  rigid  assumptions.  The  mar¬ 
ginal  propensity  to  consume  was  taken  as  0.6.  Government 
deficits  were  applied  each  quarter  of  the  year  proportionately# 

In  the  first  quarter  of  the  year  one  quarter  of  the  yearly 
deficit  was  assumed  spent  to  create  an  equal  amount  of  income# 

In  the  next  quarter  the  same  amount  was  assumed  spent,  but  the 
income  created  consisted  of  the  amount  spent  in  the  second  quar¬ 
ter  plus  the  income  created  by  the  recipients  of  the  first  quar¬ 
ter’s  income  and  spent  according  to  the  assumed  marginal  propen¬ 
sity  to  consume.  And  so  the  procedure  continues#  By  adding 
incomes  to  four  quarters  of  the  year  the  aggregate  income  created 
by  government  deficit  spending  was  computed  for  the  year# 

American  income  created  by  government  spending  was  computed  simi¬ 
larly,  and  the  calculations  are  set  forth  in  Appendix. B# 

From  such  computations  it  is  evident  that  during  the  thirties 
substantial  amounts©!  income  may  have  been  created  in  Canada  and 
the  United  States  by  running  government  deficits#  In  the  ab¬ 
sence  of  such  a  bolstering  of  purchasing  power  one  might  expect 
that  the  deep  decline  in  economic  activity  in  the  thirties  would 
have  been  much  more  severe,  This  is  based  on  the  assumption 
that  the  government  deficits  did  not  influence  adversely  other 
determinants  of  gross  national  expenditure  (for  example,  by  low¬ 
ering  exports  in  Canada  or  by  lowering  the  propensity  to  invest 
in  Canada  and  the  United  States). 

A  further  question  that  might  be  posed  here  is  the  follow¬ 
ing:  were  the  effects  of  government  spending  strong  enough  to 
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influence  visibly  the  fluctuations  in  gross  national  expenditure? 
For  Canada,  tile  answer  appears  to  be  negative.  !Ehe  lowest  income 
generated  by  government  deficit  according  to  our  assumptions 
occurred  in  1937  wiiereas  the  gross  national  expenditure  increased 
the  most  in  that  year.  One  might  have  expected  this  result* 
Government  spending  in  an  open  economy  can  be  heavily  neutralized 
by  opposite  changes  in  exports  and  the  balance  of  trade,  fhese 
changes  can  be  magnified  by  foreign  trade  multiplier  ;just  as  the 
government  deficit  spending  is  affected  by  the  internal  multiplier. 

Government  deficit  spending  in  the  United  States  was  rela¬ 
tively  stronger  than  in  Canada  and  much  steadier  especially  from 
1921  to  1936.  Due  to  a  more  closed  type  of  economy,  any  internal 
measures  to  increase  the  purchasing  power  were  not  so  hahheapped 
by  large  leakages  through  increased  imports.  Similarly,  a  de¬ 
cline  in  economic  activity  coming  from  abroad  could  not  reach 
out  so  readily  into  the  United  States  since  the  .American  balance 
of  trade  represented  such  a  small  percentage  of  gross  national 
expenditure.  Hence  the  only  sizeable  offset  to  government  de¬ 
ficit  spending  could  arise  from  the  adverse  influence  which  such 
spending  might  have  on  private  investment  inside  the  United 
States,  Although  this  possibility  cannot  be  excluded  the  figures 
computed  in  Appendix  B  suggest  that  the  correlation  between  the 
fluctuations  in  .American  gross  national  expenditure  and  govern¬ 
ment  deficit  spending  might  have  been  positive.  The  following 
table  provides  the  approximate  figures  for  the  United  States  in 
millions  of  dollars. 


sable 


Income  Created  by  Government  Deficit  Spending  and  Gross 
national  Expenditure,  the  United  StEtDes,  1930-1938,  in 
Millions  or  Current  Dollars. 


Tear 

Income  Created 

by  Deficit  Spending 

Gross  National 
Expenditure 

Change  from 
preceding  year 

Aggregate 

V 

Change  from 
preceding  year 

1930 

432.74 

mm 

•12971 

1931 

4894.37 

+4401. *3 

-14927 

19  3£ 

4892.14 

2.23 

-17590 

1933 

36E6.69 

-1205.45 

-  £580 

1934 

5060.6 

+1433.37 

+  9108 

1935 

4857.07 

-  202.9V 

-1*  73E5 

1936 

6379.66 

+1522.59 

+10290 

1937 

1090. 4£ 

-5289.24 

+  7730 

1938 

£336.04 

+1245.02 

-  5530 

It  we  omit  the  years  up  to  1933  when  the  impact  of  government 
spending  might  not  have  been  strong  enough  to  offset  the  declines 
in  other  components  of  gross  national  expenditure  (for  example, 
in  private  investment),  we  findaclose  relationship  between  changes 
in  aggregate  income  created  by  government  deficit  spending  and  in 
changes  in  gross  national  expenditure.  A  decline  in  aggregate 
income  created  by  deficit  spending  would  appear  to  have  lowered 
the  pace  at  which  gross  national  expenditure  was  increasing  since 
1933.  The  situation  was  disturbed  once  again  in  1938  as  gross 
national  expenditure  declined  a  year  later  than  the  substantial 
reduction  in  government  deficit  in  193?. 


1/  Of.  post  Appendix  B 
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Chapter  IV.  GHOSS  DOMESTIC  INVESTMENT. 

Gross  domestic  investment  in  Canada  and  gross  private 
domestic  investment  in  the  United  States  (the  latter  excluding 
investment  in  government  businesses)  were  the  most  volatile  of 
the  components  of  gross  national  expenditure;  of  the  two,  the 
American  investment  was  the  more  unstable.  Diagram  No.  ?  snows 
the  American  gross  private  domestic  investment  and  the  Canadian 
gross  domestic  investment  plotted  on  semi  logarithmic  graph. 

While  the  total  investment  in  the  two  countries  did  not 
show  any  great  differences,  components  of  investment  did.  These 
components  are  charted  in  Diagrams  No.  8  &  9.  New  private 
residential  construction  activity  and  new  private  nonresidential 
construction  activity  are  not  true  components  of  American  gross 
private  domestic  investment  but  only  an  approximation  to  their 
Canadian  counterparts.  Changes  in  inventories  were  not  shown 
on  these  graphs. 

Changes  in  the  components  of  American  investment  before 
1929  were  of  special  interest  as  changes  in  Canadian  components 
were  available  starting  in  192b  rather  than  in  1929  1/.  From 
other  sources  we  ienow  that  private  residential  construction  in 


1/  Alvin  H.  Hansen,  Business  Cycles  and  National  Income,  p.  84. 
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the  United  States  reacned  its  highest  level  in  192b,  then 
declined  to  1928,  increased  slightly  in  1929  and  then  declined* 
The  change  in  1929  was  too  small  to  be  considered  significant* 

It  was,  apparently,  a  temporary  departure  from  the  contraction 
that  began  in  192b.  Nonresidential  private  construction  ceased 
to  expand  in  1929  1/  as  did  investment  in  producers1  equipment 
2/o  Changes  in  business  inventories  in  the  United  States 
declined  from  the  high  level  of  1925  to  1928,  increased 
considerably  in  1929  3/  and  declined  thereafter. 

Residential  construction  in  Canada  exhibited  a  striking 
difference  from  its  counterpart  in  the  United  States*  Canadian 
residential  construction  was  comparatively  the  most  stable  among 
the  components  of  gross  domestic  investment  but  the  American 
counterpart  was  less  stable  than  nonresidential  construction 
activity  4/. 

The  relation  of  investment  components  to  total  investment 
was  often  similar  in  both  countries.  The  gross  domestic  invest- 


1/  Alvin  H.  Hansen,  Fiscal  Policy  and  Business  Cycles,  p.53  &  5b. 
2/  *  p  •  53. 

3/  Op.  cit.  ,  p.  5b. 


4/  Cf.  table  7 
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men  t  increased  from  1932  in  both,  countries  but  in  both  cases 
changes  in  inventories  were  responsible  as  all  other  compon¬ 
ents  of  investment  continued  to  decline  in  1933.  Certain 
similarities  occurred  in  the  components  during  the  short  re¬ 
cession  of  1937-1938.  The  gross  domestic  investment  in  both 
countries  declined  in  1938  but  some  of  the  components  did  not 
follow  this  movement.  The  .American  new  private  residential 
activity  did  not  decline  at  all  in  1938,  although  its  rate  of 
increase  declined.  In  Canada  all  components  of  investment  de¬ 
clined  in  1938  and  the  decline  in  investment  in  new  machinery 
and  in  new  nonresidential  construction  continued  until  1939. 

In  the  postwar  period,  Canadian  gross  domestic  investment 
declined  in  1949  but  as  in  193,3  this  was  due  for  the  most  part 
to  a  decline  in  inventories  since  the  other  three  components  of 
investment  increased.  The  relative  change  in  investment  and  its 


components  during  the  thirties  is  given  in  the  following  table. 


TABLE 


Gross  Domestic  Investment  and  Its  Components,  Other 
than  Change  in  Inventories,  Canada,  Selected  Tears, 
19 £6- 1939,  as  Relatives  (1929  -  100).  1/ 


Year 


Gross  domestic 
investment 


Resident.  Ion res.  Machinery  & 
eonstr.  eonstr.  equipment 


19  26 
1929 

1932 

1933 


30  •  8 


49 . 4 

100.0 


16.3 


59.8 

100.0 


14.1 


1937 

1938 

1939 


5-3.1 
4  kd .  6 


71.3 

64.4 


47.1 

46.1 
42.5 


1/  Cf.  post  taole  8 
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Gross  Private  Domestic  Investment  and  its  Components, 
Other  than  Change  in  Business  Inventories,  the  United 
.States,  Selected  Years,  1926»1938,  as  Relatives  ( 1929 

®  100).  1/ 


Year 

Gross  private 

domestic 

investment 

Resident. 

oonstr. 

activity 

Hon res. 
constr. 
activity 

Producers’ 

durable 

equipment 

19E6 

I.c. 

H  .c. 

H  .Co 

2I.C. 

1929 

100.0 

100.0 

100.0 

100.0 

1932 

5.6 

27.7 

1933 

8.3 

14.3 

15.2 

27.7 

1937 

72o  3 

56.8 

39  .9 

84.6 

1938 

39.9 

59.5 

30.9 

61.7 

A  comparison  of  these  tables  of  Canadian  and  American  data 
reveals  that  American  investment  tended  to  be  more  volatile  than 
that  in  Canada  except  for  the  new  investment  in  machinery  and 
equipment.  When  investment  and  its  components  are  expressed  as 
percentages  of  gross  national  expenditure  we  may  judge  the  rela¬ 
tive  importance  of  the  components  in  the  national  economy. 


1/  Cf.  posii  tables  9  &  10 


Gross  Domestic  Investment  and  Its  Components,  Canada, 
Selected  Years  1926*1952,  as  Percentages  of  Gross 
national  Expenditure*  Original  Data  in  Current  Dollars  1/. 

Year 

Gr.  dom. 
investm. 

Resident  Donres. 
construct .const r. 

Machinery  Change  in 
&  equipment  inventories 

1926 

16  •  9 

4.0 

4.5 

6.7 

41.7 

19  27 

43.7 

1929 

22.6 

4.0 

7.9 

9.7 

41.9 

1931 

-6.3 

1932 

3.9 

1933 

4.4 

2.1 

2.2 

2.3 

*2.3 

1934 

41.7 

1935 

9.8 

-1.1 

1936 

11*0 

-  , ", 

1937 

13.8 

3.3 

3.6 

5.3 

41.7 

1938 

11.4 

3.0 

3.3 

5.3 

-0.2 

1939 

2.9 

4.5 

1946 

15.9 

3.1 

3.7 

4.9 

44.3 

1947 

46.9 

1248 

21.1 

1949 

19.4  , 

41.4 

19  50 

4.4 

1951 

25.6 

3.6 

47.6 

1952 

19.2 

3.5 

6.4 

8.1 

41.2 

Gross  Private 

IABLE 

Domestic  Investment 

and  Its  Components,  the 

United  States,  Selected  Years,  1929*1952,  as  Percentages  of 
Gross  National  Expenditure®  Original  Data  in  Current  Dollars*  £/• 


Year 

Gr.  priv. 

domest. 

investm. 

Resident 

construct 

activity 

lonres* 

.constr. 

activity 

Producers1 

durable 

equipment 

Change  in 

business 

inventories 

1929 

14.2 

3.3 

4.6 

6.2 

41.5 

1932 

1.5 

3.1 

*4.4 

1933 

2.3 

0.9 

1.3 

3.2 

*2.9 

1937 

12.7 

2.2 

2.1 

6.0 

42.6 

1938 

7.4 

2.4 

1.8 

4.7 

-1.1 

1946 

13.6 

2.1 

2.5 

5.8 

42.9 

1947 

-0.3 

1948 

16.5 

3.5 

£.9 

7.7 

41.9 

1949 

12.9 

3.4 

2.9 

7.4 

-1.2 

1950 

4.7 

2.7 

1951 

17.7 

I.  a. 

I.  a. 

4  <0  •  3 

1952 

15.1 

H.a. 

H.  a . 

7.3 

41.1 

1/  Cf.  post  tables  1  &  8. 

&/  Cf.  post  tables  1,  9  &  10 
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Changes  in  gross  national  expenditure,  domestic  investment 
and  its  components  in  1937,  1938,  and  1939  were  of  special 
interest#  It  was  stated  at  the  beginning  of  Chapter  I  that  a 
business  cycle  is  a  fluctuation  in  aggregate  economic  activity# 
The  most  all-inclusive  manifestation  of  it  is  a  change  in  real 
national  income  or  output.  The  real  gross  national  expenditure, 
did  not  decline  at  all  during  the  year  1938  although  gross 
national  expenditure,  as  measured  in  current  dollars,  did  de¬ 
cline*  As  for  the  1938  recession  in  the  United  States,  the 
American  gross  national  expenditure  measured  in  current  dollars 
showed  a  decline  as  did  the  real  national  income  as  computed  by 
Kuznets  1/  or  by  Gilbert  Milton  and  Louis  Paradise  2/ . 

From  the  definition  of  a  business  cycle  given  previously, 
apparently  there  was  a  recession  in  the  United  States  in  1938 
but  none  in  Canada  despite  a  decline  in  the  Canadian  gross 
national  expenditure  as  measured  in  current  dollars*  This,  how¬ 
ever,  seems  to  be  too  narrow  a  definition  of  a  business  cycle* 


1/  Of.  Simon  Kuznets,  national  Product  Since  1889,  (national 
Bureau  of  Economic  He  search,  lew  York’”  ”1946  H  P*  56,  table  1-19* 
According  to  Kuznets  the  American  real  national  income 
was  84*0  billions  of  constant  dollars  in  1937  and  80*7  billions 
of  constant  dollars  in  1938*  (base  1929  «  100}# 

2/  Of.  Gilbert  Milton  and  Louis  Paradise,  ’national  Income  and 
Other  Business  Indicators1,  in  Philip  M.  Hauser  and  William  H. 

L e o na rd ,  e d s • ,  Government  Statistics  for  Business  Use,  ( 1 il ey , 
new  York,  1946),  p*  23,  table"  1Y  — ■ 

According  to  this  source  the  American  real  national  income 
was  68  billions  of  constant  dollars  in  1937  and  63*2  billions 
in  1938.  (base  1939  s  100}# 
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If  investment  activity  is  considered  to  be  the  most  sig¬ 
nificant  type  of  economic  activity,  a  decline  in  investment  act¬ 
ivity  alone  should  also  be  taken  into  consideration.  Our  data 
showed  that  gross  domestic  investment  activity  in  Canada,  whether 
in  current  or  in  constant  dollars,  declined  in  1938.  Some  of  the 
components  of  Canadian  investment  as  measured  in  current  and  con¬ 
stant  dollars  continued  to  decline  even  in  1939.  This  decline 
occurred  in  investment  in  nonresidenti al  construction  and  in 
machinery  and  equipment,  and  was  apparently  due  to  adverse  busi¬ 
ness  expectations. 

Besides  investment  in  real  terns#  few  o the 3?  components  of 
Canadian  gross : national  expenditure  in  constant  dollars  declined 
in  1938  1/ •  Personal  consumption,  exports  and  imports  in  constant 
dollars  declined  in  1938  and  the  balance  of  trade  declined  from 
1936  to  1938. 

Although  the  decline  in  the  American  gross  national  expendi¬ 
ture  in  current  dollars  was  greater  than  that  of  Canada,  the  fact 
that  some  of  the  components  of  Canadian  investment  continued  to 
decline  in  1939  indicates  that  there  was  a  tendency  for  the  \$aole 
Canadian  economy  to  decline;  at  least  business  expectations  were 
adverse  to  expansion.  It  is,  therefore,  difficult  to  maintain 
that  there  was  a  recession  in  the  United  States  in  1938  but  that 
there  was  none  in  Canada. 

How  should  such  a  recession  be  classified?  Economist#  some- 


1 /  Hational  accounts,  1926-1950,  table  3. 
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times  distinguish  between  major  and  minor  business  cycles.  Major 
cycles  are  characterized  by  longer  lasting  swings  from  .3-5  years 
usually  and  the  amplitude  of  such  fluctuations  is  substantial. 
Minor  waves  usually  occur  during  expansion,  last  for  shorter 
periods  and  have  a  smaller  amplitude#  They  are  characterized  as 
being  more  in  the  nature  of  a  disturbance  to  the  expansion.  If 
the  gross  national  expenditure  is  plotted  on  a  graph  the  differ¬ 
ence  in  amplitude  and  timing  is  striking. 

lough  the  American  contraction  in  1958  was  very  short, 
its  amplitude  was  substantial  and  some  economists  consider  it  to 
be  true  contraction  of  major  business  cycle  1/ .  But  this  is 
doubtful.  The  Canadian  recession  of  1338  did  not  demonstrate 
such  a  large  amplitude  although  business  expectations  must  have 
been  even  more  adverse  than  were  those  of  the  United  States,  since 
the  Canadian  investment  in  nonresidential  construction  and  in 
machinery  and  equipment  continued  to  decline  in  1339.  apparently 
it  should  be  classified  the  same  way  as  was  the  Jmeriean  recess¬ 
ion  in  1938. 

From  the  small  amplitude  one  could  deduce  that  the  1938 
Canadian  recession  was  a  minor  business  cycle  contraction.  The 
data  with  regard  to  the  1949  recession  in  the  United  States 
support  such  an  opinion.  This  recession  was  usually  classified 
as  minor  wave  disturbance  and  it  resembled  the  Canadian  recession 
to  a  certain  ree.  It  was  short,  ,  the  decline  in 


1/  .Alvin  H.  Hansen,  Business  Cycles  and  national  Income,  p.  35. 
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gross  national  expenditure  in  current  dollars  was  not  great, 
and  the  gross  private  domestic  investment  declined,  also#  Some 
components  of  domestic  investment,  viz.ehange  in  inventories, 
new  nonresidential  construction  activity  and  producers’  durable 
equipment,  all  in  current  dollars,  declined  in  1949,  but  new 
residential  construction  activity  did  not#  Also  consumption  of 
durables  declined  that  year. 

Similarly  to  the  Canadian  experience  in  1928  the  American 
gross  national  expenditure  in  constant  dollars  did  not  decline. 
Despite  this  increase  in  real  national  income  the  year  1949  in 
the  United  States  was  often  considered  as  a  minor  cycle  con¬ 
traction. 

Je  may  conclude  that  the  1949  recession  in  the  United  States 
resembled  that  of  Canada  in  1928#  Both  apparently  were  minor- 
cycle  contractions#  The  American  recession  in  1928,  although 
there  are  opinions to  the  contrary,  could  be  classified  similarly. 
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Chapter  V.  BALANCE  CF  TRADE 


The  Canadian  and  American  balances  of  trade  differed 
greatly  in  their  changes  during  the  period  under  study*  The 
Canadian  balance  declined  from  1926  to  a  low  level  in  1930, 
then  increased  to  a  high  level  in  1936  and  declined  to  1938. 

The  American  balance  of  trade  reached  a  high  level  in  1928  1/. 
From  1928  the  American  balance  of  trade  declined  to  1933,  in¬ 
creased  in  1934,  declined  to  1936  and  increased  to  1938*  The 
balance  of  trade  for  the  two  countries  is  plotted  in  Diagram 
No.  10. 

The  remarkable  thing  about  this  graph  is  that  the  Canadian 
and  American  trade  balances  differed  so  little  in  their  size 
although  the  American  economy  was  so  large  in  comparison  with 
the  Canadian.  This  illustrates  well  the  differing,  degrees  to 
which  the  two  economies  are  dependent  on  external  trade. 

The  balance  of  trade  is  composed  of  exports  less  imports. 
These  exports  and  imports  were  charted  in  Diagram  No.  11  and, 
of  course,  the  balance  of  trade  is  contained  in  the  relation¬ 
ships  as  well* 


1/  Hal.  3.  Lary  and  Associates,  The  United  States  in  the  World 
Economy,  Reprint,  by  H.LI.  Pr i nt ing  Offlc e [ToiTd o ii ,  1 9^44T~tabTe’  1* 
This  series  does  not  fit  exactly  into  the  data  available 
to  us  from  1929  but  the  difference  does  not  seem  to  be  too  large* 
As  a  possible  check  on  their  data  one  could  use  Kuznets*  esti- 
|  mates  for  claims  against  foreign  countries.  These  estimates 
I  were  the  highest  in  1928;  see  -Simon  Smith  Kuznets1,  National 
l  Income  and  Its  Composition,  1919-1938, (lew  Yo rk , 1941J , Yol .1 , p . 

I  ^  From  1929  data  were  drawn  from  National  Income,  1951  edit 
j I  ^  supplement  to  the  Survey  oi  Current  Business,  [J.S.  Department  o 
j|  Commerce^  (Washington,  1951),  and  from  Federal  2e serve  Bulletin, 
j  (Board  of  Govern©]  3,  ,  ,  1953)  •  "  ‘ 
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In  ti  2 . g,  oh  \ik  es  in  0  grican  imports  in  the 

late  twenties  and  in  the  thirties  corresponded  with  changes  in 
their  respective  gross  national  expenditures  and  with  each  other 
as  movements  of  the  Canadian  and  American  gross  national  expendi¬ 
ture  corresponded  in  this  period.  Such  close  correlation  of  im¬ 
ports  and  income  leads  us  to  consider  the  first  a  function  of 
the  second  and  call  it  the  propensity  to  import. 

If  we  express  imports  as  a  percentage  of  gross-  national  ex¬ 
penditure  we  can  call  this  the  average  propensity  to  import. 

Colin  Clark  1/  computed  also  the  marginal  propensity  to  import 
for  this  period  and  he  gives  the  following  estimates  of  the  mar¬ 
ginal  propensities  to  import:  for  Canada,  0.26,  for  the  United 
Kingdom,  0.175,  ana  for  the  United  states,  0.048. 

The  American  and  Canadian  export  series  were  not  correlated 
with  their  respective  gross  national  expenditure  series,  nor  with 
each  other.  American  exports  increased  from  1926  to  1928,  de¬ 
clined  to  1933,  increased  to  1937  and  declined  in  1938.  Canadian 
exports  declined  from  1926  to  1927,  increased  in  1928,  declined 
to  1932,  increased  to  1937  and  declined  in  1938. 

From  1926  to  1927  exports  and  the  Canadian  balance  of  trade 
declined  and  imports  increased.  In  1928  the  balance  of  trade 
continued  to'  decline  but  exports  and  imports  increased,  the  latte; 
at  a  higher  rats.  In  3  29,  balance  of  trade  and  exports 

declined  as  imports  increased.  In  1930  all  three  magnitudes 


1/  Colin  Ci'ark,  Conditions  of  Uconouic  Irogreaa,  (macmillan 
•,  edition,  London,  1951),  p.  opTT 


declined.  From  1931  to  1932  exports  and  imports  declined,  the 
latter  at  a  higher. rate  such  that  the  balance  of  trade  increased. 
In  1933  the  balance  of  trade  and  exports  increased  as  imports 

i  declined.'  From  1934  to  1936  all  three  magnitudes  increased,  ex¬ 
ports  increasing  more  rapidly  than  imports#  In  1937  the  balance 
of  trade  declined  as  exports  and  'imports  increased,  the  latter  at 
a  lower  rate.  In  1938  all  three  magnitudes  declined. 

The  relative  change  of  exports  and  imports  is  shown  in  the 

( 

following  table.  As  before,  the  1929  figures  were  considered 
i  as  a  base  of  100  and  postwar  values  were  not  included.  The  letter 


’C*  stands  for 

Canada  and 

the  letter  u 

fo  r  the 

United  States. 

i 

! 

TABLE 

The  Helative  Change  i 

n  Exports  and 

Iwoo  rt  b  , 

Canada  and. 

the  United 

States,  Selected  Tears, 

1926-1938 

•  As 

relatives: 

19  29=100 « 

i/ 

| 

Exports 

Impo  r  t  s 

j  Year 

C 

A 

C 

A 

i!  1926 

101.1 

I.c* 

78.3 

3J.c. 

j  1928 

108.7 

i  •  c  * 

.  9 

U.c. 

1929 

100.0 

100.0 

100.0 

100.0 

;  1932 

49.3 

34.6 

46.3 

36.3 

|  1933 

50.6 

33.9 

42.6 

35.8 

i  1957 

97.5 

63.1 

72.4 

70.1 

!|  1938 

83.1 

61.4 

64. 6 

50.9 

Exports  and  imports  as  percentages  of  gross  national  expenditure 
are  given  in  the  following  table,  the  balance  of  trade  and  post¬ 
war  figures  are  included  here. 


1/  Cf.  post  tables  13  &  14 
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Balance  of  Trade,  Exports  and  Imports,  Canada  and  the 
United  States,  Selected  Years,  1926-1952,  In  Percent- 


ages  of 

Respective 

Gro  s  s  Hati onal  Expend! tu re •  1/ 

Bal . 

of  Trade 

Exports  I  i  ip  o  r  t  s 

Year  c 

A 

C  A  C  A 

19  26 

+  2.4 

U.C. 

cl  •  2 

E.c  • 

28.7 

N.o. 

1928 

peak 

29.0- 

•peak 

1929 

-5.1 

+  0.7 

26.5 

6.5 

31.5 

5.8 

1930 

-6.1 

1932 

21.3 

1933 

H 

9 

O 

1 

40.3 

23.3 

4.1 

23.3 

3.9 

1934 

+0.7 

1936 

45.2 

-0.1 

1937 

43.4 

+0.1 

29.7 

4.7 

26.3 

4.7 

19  38 

41.9 

+  1.3 

25.9 

4.9 

24.0 

3.6 

1946 

42.7 

+  2.2 

26.7 

5.9 

23.9 

3.7 

1947 

40.1 

43.8 

7.6 

1948 

+  2.7 

26.0 

1949 

24.4 

1950 

-0.8 

4.5 

5.3 

1951 

-2.4 

+0.1 

I  .a. 

26.1 

E .  a® 

1952 

+0.7 

-0.1 

24.2 

IT.  a. 

23.5 

H.a* 

One  of  the  fundamental  differences  between  the  .American 
and  Canadian  economies  exhibited  by  this  chapter  was  the 
relative  importance  of  external  trade  to  the  latter  economy 
and  the  relative  insignificance  to  the  former.  Because  of 
these  differences,  Canada1 s  trade  position  mil  be 'examined  in 
much,  greater  detail  in  Part  II  of  this  study. 


1/  Cr.  post  tables  1,  12,  13  &  14 


Chapter  VI.  CONCLUSION 

The  significance  of  the  differences  between  the  Canadian 
and  .American  economies  may  now  he  evaluated.  Due  to  the  short¬ 
ness  of  the  postwar  period  and  some  abnormalities  resulting 
from  the  aftereffects  of  the  Second  World  hr,  only  the  late 
twenties  and  the  thirties  will  serve  as  a  basis  for  this  eval¬ 
uation.  Differences  in  the  range  of  relative  change,  in  the 
importance  of  some  components  for  the  whole  economy  as  measured 
by  the  percentage  of  gross  national  expenditure,  and  in  timing 
and  direction  of  changes,  will  be  here  considered. 

It  was  found  that  the  Canadian  and  American  gross  national 
expenditure  in  current  dollars  were  synchronized  in  their 
change,  although  changes  in  the  Canadian  national  income  appar¬ 
ently  led  those  of  the  .American  by  a  few  months.  The  range  of 
relative  change  in  the  Canadian  national  income  was  slightly 
smaller  than  that  of  the  United  states  but  this  higher  vola¬ 
tility  of  the  American  gross  national  expenditure  was  too  small 
to  be  considered  highly  significant. 

Personal,  consumption  expenditures  In  current  dollars  in 
both  countries  were  similar  to  each  other  and  to  their  respec¬ 
tive  gross  national  expenditures.  Turning  points  were  synchron¬ 
ized  and  the  range  of  their  relative  change  did  not  differ  sig¬ 
nificantly.  If  this  component  was  expressed  as  a  percentage  of 
respective  gross  national  expenditure  and  called  the  average 


propensity  to  consume,  a  difference  was  found  that  is  con¬ 
sidered  significant*  The  Canadian  average  propensity  to  con¬ 
sume  was  consistently  lower  than  that  of  the  United  States 
hut  the  difference  represented  a  small  percentage  of  gross  nat¬ 
ional  expenditure  only* 

Much  the  same  can  he  said  about  consumption  of  durables 
and  of  nondurable s  although  the  differences  in  range  of  rela¬ 
tive  change  and  in  percentages  of  respective  gross  national  ex¬ 
penditure  were  slightly  higher  than  that  of  the  total  consump¬ 
tion  expenditures*  Consumption  of  services  differed  in  turning 
points  but  both  the  Canadian  and  American  series  were  very 
stable  and  the  differences  in  range  were  very  small  and  could  be 
considered  to  be  insignificant® 

Government  spending  in  both  countries  differed  signifi¬ 
cantly.  At  the  end  of  the  late  twenties  Canadian  governments 
were  spending  a  comparatively  larger  percentage  of  Gross  Nation¬ 
al  Expenditures  than  were  those  of  the  United  States.  During 
the  thirties  the  American  and  the  Canadian  government  spending 
rose,  the  former  eventually  forming  a  larger  part  of  Gross 
National  Expenditure  than  the  latter.  Much  of  this  spending 
was  not  offset  by  increased  government  revenue  and  had  to  be 
financed  by  borrowing.  In  other  words  government  deficit 
spending  occurred  in  both  countries  for  most  of  the  thirties. 

The  pattern  of  spending  in  Canada  differed  from  that  in  the 
United  States.  Canadian  government  deficit  spending  rose  steep¬ 
ly  in  the  early  thirties  and  then  steadily  declined  to  insig- 
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nificance.  The  American  government  spending  rose  to  a  high 
level  in  the  early  thirties  and  was  kept  at  this  level  until 
1937 •  In  that  year  government  policy  changed  and  a  surplus 
in  government  spending  was  sought.  The  recession  of  1938 
followed  this  new  policy  and  the  American  governments  returned 
to  high  budgetary  deficits. 

It  was  found  that  high  and  consistent  government  deficit 
spending  in  the  United  States  was  not  without  success  especially 
in  the  expansion  period  from  1934  to  1935.  In  Canada  the  results 
were  not  visible.  Perhaps  the  Canadian  economy,  being  more  open, 
was  subject  to  great  leakages  through  the  large  volume  of  ex¬ 
ternal  trade  but,  in  any  case,  the  policy  of  government  deficit 
spending  was  not  pursued  so  consistently  as  it  was  in  the  United 
States. 

In  Chapter  IT  gross  domestic  investment  in  both  countries 
was  examined.  Differences  in  residential  construction  and  in 

changes  in  inventories  were  apparently  significant. 

■  • 

The  Canadian  new  investment  in  residential  construction 
usually  corresponded  In  timing  and  direction  of  change  with 
gross  national  expenditure.  The  American  counterpart  had  it  s 
highest  level  in  1926,  its  lowest  in  1933  and  its  expansion 
continued  through  the  recession  of  1938.  Private  residential 
new  construction  activity  in  the  United  States  throughout  this 
period  moved  independently  of  other  economic  fluctuations. 

The  range  of  relative  change  in  American  private  residen¬ 
tial  construction  activity  was  larger  than  that  of  the  Canadian. 
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Similarly,  Canadian  residential  construction  expressed  as  a 
percentage  of  gross  national  expenditure  was  more  stable  and 
changed  from  4  to  2*1  per  cent  of  respective  gross  national 
expenditure#  The  American  counterpart  changed  from  3.3  per 
cent  to  0.9  per  cent.  The  greater  stability  of  Canadian  in¬ 
vestment  in  residential  construction  apparently  arises  from 
a  lack  of  credit  facilities  in  this  field.  The  credit  avail¬ 
able  for  this  purpose  apparently  depended  on  the  level  of 
economic  activity  so  that  independent  movement  was  not  poss¬ 
ible  • 

A  different  situation  existed  in  the  United  -States  and 
the  following  passages  explain  that  iiff  se  1/: 

T  .  .  .  The  building  industry,  especially  in 
the  united  States,  has  tended  to  become  a  very 
speculative  one,  characterized  by  very  lax  methods 
of  financing  new  construction.  Contractors  gener¬ 
ally  have  little  difficulty  in  gaining  extensions 
of  credit  from  traditional  lending  agencies  (banks, 
insurance  companies,  etc.)  as  well  as  from  the 
firms  which  supply  the  construction  industries  with 
materials  and  supplies.  These  latter  sell  on  very 
easy  terns  in  an  effort  to  stimulate  business.  As 
a  result,  large  numbers  of  building  contractors  are 
enabled  to  operate  with  minimum  equity  capital,  al¬ 
most  literally  ’on  a  shoe-string1.  Thus  whenever 
the  prospects  for  profits  appear  favorable,  the 
consturction  industries  are  subjected  to  an  abnor¬ 
mally  large  influx  of  new  and  relatively  inex¬ 
perienced  entrepreneurs.  It  is  this  large  group  of 
?in  and-  out1  contractors  which  is,  to  an  important 
degree,  responsible  for  the  tremendous  over supply 
of  new  buildings.  Since  these  periods  of  excessive 
investment  by  the  building  trades  and  their  con¬ 
sequential  severe  depressions  of  building  activity 
tend  to  repeat  themselves  within  the  memory  of  many 
men  in  the  industry,  it  becomes  necessary  for  housir 
demand  to  remain  high  for  some  time  before  they  trust 
the  market  and  expand  building  activity.  This  initial 


1/  B.  Hamberg,  Business  Cycles,  (The  Macmillan  Go.,  lev;  York, 

1951) ,  p.  13  &  416. 
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timidiiy  of  the  trade  tends  to  accentuate  the  lag  of 
supply,  but  more  important  it  tends  to  increase  the 
danger  of  eventual  over supply,  once  these  fears  of 
depression  are  overcome. 

In  addition  to  entrepreneurial  timidity,  the  long 
depressions  on  the  construction  industry  tend  to 
create  relative  shortages  of  both  skilled  labor  and 
capable  contractors.  During  the  depressed  phases  of 
the  building  cycle,  younger  workers  tend  to  seek  em¬ 
ployment  elsewhere,  This  means  that,  as  the  older  workers 
die  off,  retire,  or  move  out  of  the  building  trades, 
replacements  are  not  forthcoming.  Thus,  when  the 
demand  for  new  construction  rises,  it  must  be  met  by 
a  greatly  reduced  labor  force.  Considerable  time 
must  elapse  before  new  workers  can  be  trained;  and 
this  in  addition  to  the  period  of  high  demand  neces¬ 
sary  to  overcome  the  fears  of  the  contractors. 

...  in  Chapter  X,  ....  we  emphasized  the 
extreme  speculative  character  of  the  building  in¬ 
dustry  in  this  country.  Producing  units  are  in  the 
habit  of  working  on  a  shoestring,  of  operating  with 
almost  no  equity,  (riven  the  slowness  with  which  a 
construction  boom  gets  under  way,  the  opportunities 
for  speculative  building  oecome  rampant  when  most  of 
the  capital  can  be  borrowed.  And  in  the  latter  part 
of  the  twenties  the  commercial  banks  went  in  for  real 
estate  loans  in  a  big  way,  so  that  prospective 
builders  had  little  difficulty  in  obtaining  funds  .  .  .  •  1 

This  apparently  explains  why  housing  in  the  United  States 
did  not  decline  during  the  1938  recession*  The  expansion  in 
housing  started  in  1933  and  once  it  started  it  continued  in¬ 
dependently  of  the  changes  in  gross  national  expenditure. 

Important  changes  took  place  in  Canada  after  the  war.  In¬ 
surance  companies,  especially  life  insurance  companies,  became 
very  strong  businesses  with  ample  supply  of  funds.  Sisks  of 
housing  finance  were  lowered  by  government  guarantee.  This 
provided  greater  credit  facilities  for  housing  purposes. 

Whether  such  increased  credit  for  this  purpose  will  permit  in¬ 
investment  in  residential  construction  in  Canada  to  be  carried 
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on  more  independently  from  changes  in  gross  national  expenditure 
than  formerly  remains  a  question  of  the  future. 

Changes  in  inventories  in  Canada  and  changes  in  business 
inventories  in  the  United  States  had  little  in  common.  Tney 
fluctuated  greatly  and  their  fluctuations  were  not  syncnronized. 
There  was  apparently  no  consistent  pattern  ox  change. 

In  percentages  ox  gross  national  expenditure  change  in 
Canadian  inventories  fluctuated  from  +3.7  per  cent  in  1£&7  to 
-6.3  per  cent  in  lfc&L.  The  American  counterpart  fluctuated  from 
+£.b  per  cent  in  1V37  to  -4.4  per  cent  in  1932#  Changes  in  this 
magnitude  cannot  be  ignored  but  the  lack  of  a  pattern  of  change 
imposes  difficulty  in  finding  an  explanation. 

ho  single  theory  explains  all  the  observed  data  out  one  may 
attempt  to  explain  as  many  as  possible. 

Change  in  inventories  may  be  linked  with  the  growth  of 
sales.  If  this  be  so,  changes  in  inventories  should  reflect 
changes  in  the  rate  of  growth  or  of  decline  in  sales.  In  practice 
it  may  be  expected  that  inventories  will  lag  in  adjustment  so 
that  change  in  inventories  will  lag  slightly  behind  the  changes 
in  the  rate  of  growth  or  decline  of  sales.  This  lag  will  oe 
different  for  different  commodities  but  even  if  that  is  admitted, 
it  should  be  expected  that  turning  points  of  change  in  inventor¬ 
ies  should  precede  the  actual  increase  or  decrease  in  total  sales. 

A  separate  sales  series  was  not  introduced  in  this  study, 
but  it  is  known  that  such  series  would  resemble  gross  national 
expenditure.  Accordingly  one  can  expect  that  the  high  and  low 
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levels  ox"  changes  in  inventories  should  coincide  or  roliow 
the  high  and  low  levels  of  a  series  made  of  a  rate  of  change 
in  gross  national  expenditure*  Let  us  consider  the  following 
table. 


TABLE 


Changes  in  Gross  National  Expenditure,  Peaks  and  Troughs 
in  Changes  in  Inventories,  Canada  and  the  united  States, 
Selected  Years,  l*2o-l*3**  Figures  in  Millions  of 
Current  Dollars.  1/ 


Year 

Gross 

Change 

national  expenditure 
in  from  preced.year 

Change 

in  inventories 

Canada 

The  United  States 

Canada 

The  United  States 
(business  inventories 
only) 

1*26 

If  .a . 

U.a* 

1*27 

+353 

H.a. 

peak 

1*28 

+458 

I. a. 

trough 

1*2* 

+  61 

U.a. 

peak 

1*30 

-620 

-12*71 

1*31 

-*8b 

-14*27 

trough 

1*32 

-7*3 

-175*0 

trough 

1*33 

-215 

-  2580 

1*34 

+482 

+  *108 

peak 

1*35 

+311 

+  7325 

trough 

1*36 

+  356 

+102*0 

1*37 

+654 

+  7730 

peak 

peak 

1938 

-122 

-  5530 

trough 

trough 

193* 

+474 

+  6656 

A  study  of  the  preceding  table  supports  the  theoiy  that 
change  in  inventories  coincides  or  lags  slightly  behind  the  change 
in  the  rate  of  growth  or  decline  of  sales,  or  here,  behind  the 
maximum  and  minimum  values  of  the  rate  of  change  in  gross  national 
expenditure. 

The  lowest  level  of  change  in  Canadian  inventories  in  1*31  and  1 
coincided  with  the  lowest  level  of  rate  of  change  in  gross  nation- 


1/  Cf.  post  tables  1,  8  &  * 


c 
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al  expenditure,  and  the  highest  level  of  ehange  in  Canadian 
inventories  in  1934  with  the  highest  level  in  the  rate  of 
change  in  gross  national  expenditure.  The  peak  in  change  in 
inventories  in  1937  and  the  trough  in  1938  coincided  with  a 
similar  peak  and  trough  in  the  rates  of  change  in  gross 
national  expenditure  of  the  seme  years. 

The  American  data  support  this  theory  hut  with  some  ex¬ 
ceptions.  The  lowest  level  in  change  in  business  inventories 
occurred  in  1932  and  coincided  with  the  lowest  level  in  the 
rate  of  change  in  gross  national  expenditure  of  the  same  year. 
The  peak  in  change  in  business  inventories  in  1937  lagged  one 
year  behind  the  rate  or  change  in  gross  national  expenditure. 

In  1938  both  change  in  business  inventories  and  the  rate  of 
change  in  gross  national  expenditure  were  at  their  lowest  level. 
Some  turning  points  in  the  rate  of  change  in  the  American  gross 
national  expenditure  apparently  did  not  influence  movements  of 
inventories.  The  rate  of  change  in  gross  national  expenditure 
was  at  the  highest  level  in  1934  and  at  the  lowest  in  1935  and 
these  changes  in  national  income  apparently  did  not  influence 
business  inventories. 

According  to  the  reasoning  given  above  it  was  assumed  that 
entrepreneurs  were  able  to  adjust  their  inventories  to  the  ac¬ 
tual  level  of  their  sales  as  measured  by  the  level  of  national 
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income*  Tills  ability  to  adjust  inventories  would  be  more  iiicely 
to  be  possible  if  changes  in  sales  were  small  and  continuous* 
lx  sales  fall  considerably  and  suddenly,  as  may  occur  when  ex¬ 
pansion  in  national  income  comes  to  an  end,  entrepreneurs  may  be 
unaDle  to  adjust  their  inventories  and  divergent  movements  of 
rising  inventories  and  declining  sales  may  occur*  At  lower  turn¬ 
ing  points  ox  gross  national  expenditure  the  opposite  may  occur. 
Expansion  in  sales  can  deplete  stocks  and  lower  them*  Such 
changes  in  inventories  could  be  called  involuntary  and  may  arise 
from  the  inability  ox  entrepreneurs  to  adjust  their  stocks  to  the 
actual  level  of  sales. 

Changes  in  inventories  expressed  in  current  dollars  did  not 
reveal  any  involuntary  changes,  but  that  may  be  deceptive.  First, 
our  data  were  yearly  aggregates  only  and  could  conceal  movements 
in  inventories  of  periods  shorter  than  one  year.  Second,  price 
changes  could  conceal  movements  in  the  volume  of  inventories* 

Lai*ge  price  declines  or  increases  could  more  than  off  set  increases 
or  declines  in  volume  of  limited  size. 

One  may  expect  that  the  level  of  stocks  would  become  too  high 
the  moment  the  peak  in  sales  was  passed*  At  the  new  level  of  sales 
less  of  them  would  be  sold  and  meanwhile  the  old  orders  are  filled 
leading  to  an  increase  in  the  volume  stocked*  Price  changes  agg¬ 
ravate  this  situation*  The  old  stocks  were  bought  at  higher 
prices  and  the  entrepreneurs  usually  do  not  cut  their  prices  to 
the  level  ox  price  justified  by  the  new  replacement  cost*  This 
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must  cause  some  sales  resistance,  especially  when  with  many 
prices  declining  the  buyers  expect  such  declines  to  spread  over 
the  whole  economy.  Bookkeeping  prac -Dices  could  be  responsible, 
also.  In  contraction  prices  tend  to  be  the  lowest  at  the  end 
of  the  calendar  year  when  most  ox  the  businesses  close  their 
bo 0x3  and  value  their  stocks  often  at  the  cost  of  replacement, 
i.e.,  at  the  lowest  price  of  stocxs  and  not  at  their  average 
cost  during  the  year.  Price  declines  in  contraction  can  easily 
conceal  any  involuntary  increases  in  stocks.  Similarly  when 
the  lower  turning  point  in  gross  national  expenditure  was 
passed  increasing  sales  can  easily  deplete  stocxs  but  rising 
cost  ox  tneir  replacement  may  conceal  this  decline  in  balance 
sheets  computed  at  the  end  of  such  a  year. 

(This  calls  for  a  study  of  change  in  the  volume  of  inven¬ 
tories.  Change  in  inventories  in  constant  dollars  would  measure 
volumes  and  data  for  Canada  were  available  1/.  Usually  turning 
points  of  Canadian  inventories  in  current  dollars  were  observ¬ 
able  also  in  constant  dollar  series  but  the  latter  fluctuated 
more  often  and  some  of  these  additional  fluctuations  can  be 
linxed  with  involuntary  changes  in  inventories. 

Changes  in  the  volume  of  Canadian  inventories  were  at  their 
highest  level  in  1930  lagging  one  year  behind  the  upper  turning 
point  in  gross  national  expenditure.  In  1933  they  were  at  a 


1/  Of.  Hational  Accounts,  19&b-l95Q,  table  3. 
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minimum  although  in  current  dollars  this  series  increased  Iron 
1931*  The  lower  turning  point  in  gross  national  expenditure 
occurred  the  same  year  and  this  must  have  led  to  depletion  of 
stocks. 

Some  economists  based  their  explanation  of  business  cycles 
on  this  inability  of  entrepreneurs  to  adjust  their  stocks  to 
sudden  and  large  changes  in  sales  at  the  time  of  turning  points 
in  gross  national  expenditure.  Lloyd  Metzler  1/  presents  a 
whole  oscillation  theory  of  business  cycles  based  on  involuntary 
changes  in  inventories.  This  theory,  as  restated  by  rrof.  Alvin 
H.  Hansen  2/,  implies  that  change  in  inventories  should  lag 
about  one-fourth  of  a  cycle  behind  turning  points  in  sales  or 
national  income.  Assuming  8-12  years  as  the  length  of  a  cycle, 
the  lag  would  be  £-3  years  but  the  Canadian  data  did  not  reveal 
any  lag  of  this  size.  Apparently  Canadian  inventory  changes  do 
not  conform  to  this  theory. 

As  for  the  balance  of  trade  it  was  found  that  Canadian  and 
American  series  did  not  resemble  each  other.  Turning  points 
were  differently  timed  and  their  importance  as  measured  as  per¬ 
centage  or  gross  national  expenditure  was  different.  Canadian 


1/  Lloyd  Metzler,  ’The  Hature  and  Stability  of  Inventory  Cycles1, 
Review  of  Economic  Statistics,  (August,  1941), 
same  author,  ’Business  Cycles  and  the  Modern  Theory  of  employ¬ 
ment’,  American  Economic  Review,  (June,  194t>), 
same  author,  ’Factors  Governing  the  Length  of  Inventory  Cycles’, 
Review  of  economic  Statistics,  ^February,  1947). 

2/  Alvin  H.  Hansen,  Business  Cycles  and  national  Income,  pp.471-b. 
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balance  or  trade  fluctuated  from  plus  5#2  per  cent  o t  gross 
national  expenditure  in  193b  to  minus  6.1  per  cent  in  1930. 

Tiie  American  balance  of  trade  fluctuated  from  plus  1*3  per  cent 
of  gross  national  expenditure  in  1938  to  minus  0.1  per  cent  in 
193b.  The  Canadian  balance  of  trade  was  a  more  important  com¬ 
ponent  of  gross  national  expenditure  and  was  more  unstable  than 
was  its  American  counterpart. 

Hot  only  did  the  Canadian  balance  of  trade  represent  an 
important  part  of  gross  national  expenditure  but  also  its  move¬ 
ments  led,  by  a  year  or  more,  those  of  gross  national  expenditure. 
The  American  balance  of  trade  snowed  no  such  pattern  but  cor¬ 
responded  in  timing  with  gross  national  expenditure. 


Balance  of  trade  is  made  of  exports  less  imports.  It  was 
found  that  imports  resembled  respective  gross  national  expendi¬ 
tures  and  through  this  each  other.  If  their  pattern  of  change 
was  predictable  then  the  key  to  differences  in  balance  of  trade 
lay  with  exports.  The  relation,  however,  was  not  a  simple  one. 
Balance  of  trade  and  exports  did  not  move  parallel  to  each 
other.  It  was  found  that  often  it  was  the  comparative  rate  at 
which  exports  and  imports  changed  that  was  responsible  for 
changes  in  the  balance  ox  trade. 

The  relative  range  of  the  American  exports  fluctuated  more 
than  did  the  Canadian,  but  the  difference  in  percentages  of  gross 
national  expenditure  showed  that  the  Canadian  exports  were  more 
important  components  of  respective  gross  national  expenditure. 
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Canadian  exports  fluctuated  from  31  .  £  per  cent  of  gross  national 
expenditure  in  iy£b  to  £1.3  per  cent  in  iy3£.  .American  exports 
fluctuated  xrom  b.5  per  cent  ox  gross  national  expenditure  in 
lygy  to  4.1  per  cent  in  iy33.  Here  the  large  diXXerence  between 
the  open  economy  of  Canada  and  the  closed  economy  of  the  United 
States  could  be  distinguished.  Thus  the  relatively  larger 
change  in  the  .American  exports  were  not  very  significant  as  they 
foimed  such  a  small  percentage  of  gross  national  expenditure. 

Our  study  or  relations  between  the  Canadian  and  American 
economies  has  disclosed  that,  though  the  economies  were  quite 
closely  related,  there  were  some  important  differences  as  re¬ 
vealed  by  large  differences  in  changes  of  some  components  of 
gross  national  expenditure. 

The  most  significant  ox  our  findings  were  the  differences 
in  government  spending  and  government  deficit  spending,  in 
housing  construction,  and  in  change  in  inventories.  Differences 
in  balance  of  trade  and  in  exports  were  also  considered  of  great 
importance.  In  respect  or  foreign  trade  the  two  countries 
represented  two  opposite  poles.  Foreign  trade  as  a  component 
of  gross  national  expenditure  is  of  great  importance  for  Canada 
and  of  little  significance  for  the  United  States.  This 
difference  in  importance  of  foreign  trade  for  Canada  led  to  a 
separate  treatment  of  Canadian  foreign  traiLe  in  Part  II. 
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Chapter  VII.  COLIPOSI TIC!  AND  DIRECTION  OF  CANADIAN  EXPORTS. 


The  value  of  exports  as  presented  in  our  National  Accounts 
statistics  is  an  aggregate  consisting  of  exports  of  merchandise, 
of  services  rendered  to  nonresidents,  including  interest  and 
dividends  received  from  abroad  for  use  of  Canadian  capital,  of 
gold  available  for  exports  and  of  a  small  component  called 
,Tad  justments". 

!  Adjustments  usually  represented  a  small  percentage  of  total 

exports  and  were  ordinarily  due  to  statistical  discrepancy  ex¬ 
cept  for  the  war  and  immediately  postwar  period,  when  they  have 
included  such  items  as  Mutual  Aid,  etc.  1/  As  our  interest  is 
I  limited  especially  to  the  period  from  1926  to  1938  we  may  ignore 
this  statistic. 

Gold  exports  played  an  important  role  in  Canadian  exports 
I  but  there  were  reasons  to  distinguish  them  from  all  other  ex- 
i  ports  of  merchandise.  The  price  of  gold  in  most  countries  was 
I  legally  fixed  and  so  gold  was  to  a  large  extent  exempted  from 
I  price  fluctuations.  During  the  thirties  when  other  goods 
i  suffered  severe  price  declines  gold  maintained  its  value  and 
!  when  a  wave  of  currency  depreciations  occurred  the  value  of  gold 
|  in  terms  of  money  was  increased. 

Canada  was  usually  short  of  American  dollars  and  the  United 
States  was  ready  to  supply  any  amount  of  its  currency  in  ex-* 
change  for  gold  bought  at  fixed  prices.  Gold  became  the  surest 
source  of  American  exchange  and  the  amount  to  be  received  was 


1/C£ National  Accounts,  1920-1950 ,  p.  80. 
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highly  predictable.  Therefore,  a  custom  arose  of  including 
gold  extracted  in  Canada  in  her  exchange  reserves  as  an 
equivalent  to  American  dollars  the  moment  it  was  available  for 
export.  For  the  same  reason  this  gold  was  considered  as  ex¬ 
ported  to  the  United  States  even  if  in  fact  it  had  a  different 
destination.  1/ 

Diagram  No.  IS  gives  the  subdivisions  of  total  exports  on 
a  semi logarithmic  graph.  Adjustments  are  omitted.  One  can  see 
that  the  total  exports  resembled  exports  of  merchandise  closely 
except  for  the  war  period.  These  distortions  were  mostly  due  to 
the  rising  importance  of  adjustments. 

From  1926  to  1929  movements  of  exports  of  merchandise 
parallelled  movements  of  exports  though  their  movements  appeared 
to  be  more  volatile  than  those  of  total  exports. 

Services  rendered  to  nonresidents  were  a  more  stable  compo¬ 
nent  and  appeared  to  be  correlated  better  with  general  business 
fluctuations  in  the  world,  as  represented  well  by  Canadian  gross 
national  expenditure®  Their  troughs  and  peaks  coincided  with 
those  of  gross  national  expenditure® 

Gold  available  for  exports  exhibited  remarkable  expansion 
over  the  period  of  study.  The  series  was  at  a  peak  in  19 £8,  a 
small  trough  appeared  in  1929  followed  by  an  expansion  which 
carried  the  series  upwards  throughout  the  thirties®  The  high 
rate  of  increase  in  the  expansion  phase  reflected  increased 
profitability  due  to  a  relative  rise  in  the  value  of  gold  during 

1/Of.  The  Canadian  Balance  of  Payments,  1926-1946,  (DBS,  Ottawa, 
1949 ),pp.  154-6,  158-9  and  161,  and  National  Accounts,  1926-1950 
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the  thirties. 

The  value  of  imports  in  our  national  Accounts  statistics 
is  an  aggregate  consisting  of  imports  of  merchandise  and  of 
i  payments  for  services  rendered  to  Canadians  by  nonresidents 
(including  interest  and  dividends  paid  for  the  use  of  foreign 
capital),  and  of  adjustments  that  usually  were  small  and  were 
omitted. 

Diagram  No.  13  gives  these  subdivisions  of  total  imports, 
(adjustments  omitted)  on  semi logarithmic  graph.  One  can  see 
I  that  total  imports  resembled  imports  of  merchandise  more  closely 
than  payments  for  services  rendered  by  nonresidents.  Imports 
of  merchandise  before  the  war  changed  directions  the  same  year 
!  that  the  total  imports  did  and  were  more  volatile  in  comparison 
ij;  with  the  total  of  Canadian  imports.  Payments  for  services 
rendered  by  nonresidents  were  c^uite  stable  before  the  war. 

There  were  exceptions  to  these  rules  at  the  end  of  the  war 
j  and.  immediately  after  but  we  shall  ignore  them  as  our  interest 
!  is  centred  around  the  prewar  period. 

j  i_ 

In  Part  II  of  this  study  our  attention  will  be  concentrated 
on  exports  of  merchandise  as  this  series  was  responsible  for  most 
j  of  the  changes  in  total  exports.  Very  little  attention  will  be 
|  paid  to  imports  and  only  imports  of  merchandise  will  be  consi- 
i  dered  as  this  series  waa  responsible  for  most  changes  in  total 
!  imports. 

The  first  question  examined  here  was  the  pattern  of  Canadian 
i  exports.  Although  a  list  of  countries  that  traded  with  Canada 
;  was  a  long  one  two  countries  alone  took  most  of  Canadian  exports 
i  of  merchandise.  Usually  the  United  Kingdom  and  The  United  States 
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absorbed  about  60-70  per  cent  of  these  exports  and  during  the  war 
(1943)  their  share  rose  to  93.4  per  eent  of  total  Canadian  ex¬ 
ports  of  merchandise. 

Diagram  No.  14  illustrates  the  distribution  of  Canadian  ex¬ 
ports  to  these  two  countries.  Our  interest  will  be  concentrated 
on  the  prewar  period,  and  here  two  subperiods  with  different  pat¬ 
terns  of  change  can  be  distinguished. 

Previous  to  1929  the  movements  of  total  exports  of  goods  were 
apparently  dominated  by  exports  to  the  United  Kingdom.  Both 
series  declined  from  1926  to  1927,  increased  slightly  in  1928  and 
then  declined.  Both  series,  however,  differed  in  the  rate  of  in¬ 
crease  and  decline,  the  exports  of  goods  to  the  United  Kingdom 
declining  more  rapidly  and  increasing  less  rapidly  than  did  the 
total  export  of  goods.  Exports  of  goods  to  the  United  States 
increased  steadily  from  1926  to  1929  and  declined  subsequently. 

From  1930  to  1939  movements  of  total  exports  of  goods  re¬ 
sembled  movements  of  exports  to  the  United  States.  Both  series 
declined  to  1932,  increased  to  a  peak  in  1937  and  declined  to  a 
trough  in  1938.  Exports  to  the  United  Kingdom  did  not  conform 
so  well  but  also  did  not  differ  so  much  as  did  total  exports  and 
exports  to  the  United  States  in  the  preceding  period.  Exports 
to  the  United  Kingdom  reached  a  trough  in  1931,  increased  to  1937 
and  declined  in  1938.  Except  for  the  one  year  lead  in  1931  over 
the  total  exports  of  goods,  their  movements  corresponded  to  the 
movements  of  total  exports  of  goods  and  with  those  of  exports  to 
the  United  States. 

In  absolute  figures  exports  to  the  United  Kingdom  in  the 
late  twenties  were  less  than  exports  to  the  United  States  and  were 
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declining.  Exports  to  the  United  States  were  increasing  during 
this  period.  The  depression  of  the  1930*3  initiated  important 
changes  in  this  relation.  Exports  to  the  United  Kingdom  led 
'  the  recovery  "by  one  year  and  after  1933  equalled,  approximately, 
exports  to  the  United  States,  the  rate  of  increase  being  nearly 
the  same.  In  the  1937-1938  recession  this  picture  changed  once 
|  more.  Exports  to  the  United  States  declined  steeply  but  re- 
I  covered  earlier  with  a  low  point  in  1938.  Exports  to  the  United 
[Kingdom  did  not  decline  so  much  but  this  decline  continued  until 
!  1939. 

Summarizing,  Canadian  exports  declined  in  the  late  twenties 
mainly  because  exports  to  the  United  Kingdom  declined  but  during 
the  thirties  exports  to  the  United  Kingdom  recovered  part  of  their 
'importance.  They  led  the  recovery  by  one  year  and  from  1933  to 
(1937  were  nearly  equal  to  exports  to  the  United  States. 

This  role  of  exports  to  the  United  Kingdom  can  be  linked 
with  changes  in  British  national  income  and  British  economic 
[policies  pursued  during  the  twenties  and  thirties.  In  Part  I  of 
:  this  study  it  was  stated  that  British  national  income  in  money 
terms  declined  from  1929  not  from  a  peak  but  from  a  plateau 
[reached  in  1927.  During  these  years  British  national  income  ap- 
I  peered  to  be  very  stable.  It  was  also  stated  that  this  was  a 
[result  of  the  deflationary  policy  pursued  after  the  first  world 
war.  As  a  result  the  British  economy  was  comparatively  depressed 
during  the  twenties.  As  the  United  Kingdom  was  such  an  important 
piarket  for  Canadian  exports  this  must  have  had  a  similarly  dep¬ 
ressing  influence  on  the  Canadian  economy. 
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Vernon  W*  Malaoh  1/  arrived  at  the  conclusion  that  Canada’s 
expansion  during  the  early  twenties  was  out  of  pace  with  that  of 
the  United  States  and  the  United  Kingdom.  He  based  this  con¬ 
clusion  on  study  of  sixteen  Canadian,  British  and  American  series 
during  the  period  1921-1924  and  1924-1929.  In  the  first  period 
Canada’s  development  lagged  behind  that  of  the  other  countries. 
The  other  countries  showed  larger  gains  in  nearly  all  series. 
During  the  second  period  Canada  was  recording  the  greatest  gains 
and  the  United  Kingdom  the  least* 

Prof.  Malaeh  was  also  interested  in  the  question  of  why 
j Canada’s  economic  development  was  retarded  in  the  early  twenties 
:  and  accelerated  later.  According  to  him  2/  ,  it  was  due  to  cer- 
I  tain  peculiarities  in  Canadian  domestic  investment,  Canada’s  ex¬ 
ports  and  Canadian  consumption.  The  quick  rise  in  prices  of  raw 
| materials  in  1925  and  in  1926  was  also  a  contributing  factor. 

During  the  second  part  of  the  twenties  conditions  in  Great 
Britain  did  not  improve#  national  income  in  money  terms  reached 
|  a  plateau  and  became  static.  Meanwhile  the  American  economy 
progressed  on  the  path  of  cyclical  development#  national  income 
rose  and  with  it  American  imports  from  Canada# 

The  combined  factors  of  a  decline  in  exports  to  the  United 
Kingdom  and  of  an  increase  in  exports  to  the  United  States  caused 


1/  Vernon  77.  Malaeh,  ’External  Determinants  of  the  Canadian 

jUp sw i ng ,  19 21- 9 ’ ,  The  Canadian  Journal  of  Economics  and  Political 

.Science,  Vol.  XVII,  February  to  November,  1951,  pp.  50-51. 

2/  Ibid. ,  p.  65. 
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a  considerable  change  in  the  pattern  of  Canadian  exports.  An 
adjustment  process  within  the  Canadian  economy  was  started. 

.Those  industries  that  produced  for  the  British  market  had  either 
to  switch  to  other  markets  or  remain  depressed,  while  those  pro¬ 
ducing  for  the  American  market  could  expand.  The  late  twenties 
constituted  a  transition  period.  Canada’s  economy  was  becoming 
integrated  more  and  more  with  the  American  economy.  Steady  and 
rising  exports  to  the  United  States  was  the  carrot  in  that  change 
and  declining  exports  to  the  United  Kingdom  was  the  stick.  The 
carrot  apparently  had  a  greater  pull  as  rapid  economic  expansion 
followed. 

It  is  possible  that  the  change  in  exports  and  resulting  ex¬ 
pansion  could  have  been  described  in  terms  of  an  export  or  foreign 
trade  muliplier  of  which  several  variations  exist  1/.  whatever 
the  choice  of  multiplier  deemed  to  be  most  appropriate  to  the 
situation,  the  actual  computation  beyond  this  point  is  fraught 
with  difficulties  in  method  and  assumptions  2/.  These  difficult 


1/  Gottfried  Haberler,  Prosperity  and  Depression,  (third  ed.,  en¬ 
larged  by  Part  III,  League"  of  Eat  ion's,  Geneva",  1941),  p.461-473. 

|  Fritz  Machlup,  International  Trade  and  the  national  Income 
|  Multiplier,  (  The  Blaki Ston  Company ,  Ph ITad el ph i a /  K43J, pp .  116-125 • 

j 2/  C.  Clark  and  J.G.  Crawford,  The  National  Income  of  Australia, 

! j (London,  1938) . 

C.  Clark,  ’Determination  of  the  Multiplier  from  National  Income 
Statistics’,  economic  Journal,  (Sept.  1938,  London),  pp.  435-443. 

The  Chun  Chang note  on  Exports  and  National  Income’,  The 
J 1 9 ana d i an  J ou rnal  of  Econom ic  and  Political  Science ,  ( Yol.AIII , 
!Aug.47,  No.  3Tr^P^T76-27F7 

Dr.  Munzer,  ’Exports  and  National  Income  in  Canada1,  The 
I  Canadian  Journal  of  Economic  anc  Political  science ,  ( Fe b ru a ry ,1945.) 


ties  have  consistently  placed  obstacles  in  the  w ay  of  more  tho¬ 
rough  studies  of  Canadian  exports  and  their  relationship  to 
changes  in  the  national  income*  For  instance,  A.E.  Safarian  1/ 

writes; 


’Logically,  the  next  step  should  be  computing  of 
an  export  multiplier,  but  it  is  a  step  which  the 
writer  hesitates  to  take.  Some  estimates  place  it 
about  1.5  over  this  period,  and  this  may  be  useful  as 
an  average,  but  the  intercorrelation  of  the  variables 
involved,  and  the  small  number  of  observations  which 
annual  data  provide,  make  the  validity  of  a  solution, 
of  this  problem  by  correlation  techniques  rather 
dubious. T 

There  was  an  additional  factor  that  facilitated  this  tran¬ 
sition  for  Canada.  During  the  late  twenties  American  investment 
in  Canadian  industries  grew  substantially.  The  following  figure 
give  values  of  direct  American  investment ,( i . e.  includes  branches 
subsidiaries  and  controlled  companies)  in  all  Canadian  businesses 


in  current  dollars. 


TABLE 


American  Direct  Investment  in  Canada,  Selected  Years,  192b-1989. 
Year  2/  192b  19 SO  1933  1989 

Xj  ■ 


Capital  stock 
Bonds 

Other  investment 

Total 


1000.0  1829 .4 

187.6  886.2 

214.9  327.0 

1402.5  1992.7 


1271.6  1289.2 

338.3  305.8 

323.4  285.9 

1932.3  1880.9 


1/  A.E.  Safari an,  ’Foreign  Trade  and  the  Level  of  Economic 
Activity  in  Canada  in  the  1930’ s’ ,  The  Canadian  Journal  of 
'Economics  and  Political  Science, ( August,  1952, Fo.  3,  Toll  1 8) , p . 342 

2/  U.S.  Direct  Investments  in  Canada,  (DBS,  Ottawa,  1949),  p.  1. 
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I  With  increasing  American  direct  investment  the  business 

atmosphere  in  the  United  States  could  spread  more  easily  into 
I  Canada.  Many  decisions  and  forecasts  relating  to  Canadian 

businesses  were  made  directly  in  the  United  States  or  were  taken 
by  American  nationals  sitting  on  boards  of  Canadian  companies* 

The  next  question  to  be  examined  is  how  this  change  was  re¬ 
flected  in  the  composition  of  Canadian  exports.  A  very  broad 
:  division  was  made  by  dividing  Canadian  exports  according  to  the 
|  degree  of  manufacture.  ITo  consistent  data  were  available  (some 
data  referred  to  fiscal  years,  some  to  calendar  years),  but  a 
consistent  trend  was  nevertheless  revealed.  Fully  manufactured 
goods  fluctuated  from  36.6  per  cent  to  56.7  per  cent  of  all  good 
1  exported,  and  the  usual  level  was  about  40  per  cent.  Saw  mate¬ 
rials  fluctuated  from.  £6.4  per  cent  to  48.5  per  cent  with  the 
|  usual  level  about  35-40  per  cent  of  total  exports  of  goods. 

|  Partly  manufactured  goods  fluctuated  from.  14.3  per  cent  to  38.6 
i  per  cent  with  the  usual  level  about  £0  per  cent.  Something  like 
I  a  trend  was  visible  in  raw  materials  and  partly  manufactured 
j  goods.  The  first  were  losing  their  importance  over  the  time  and 
the  second  gaining.  Haw  materials  represented  in  the  late  twen- 
!  ties  about  45  per  cent  and  later  declined  in  importance  while 
!  halfproducts  represented  at  the  same  time  only  15  per  cent  and 
|  later  increased  in  importance. 

One  could  say  that  the  increase  of  exports  to  the  United 
I  States  and  the  decline  of  exports  to  the  United  Kingdom  did  not 
1  lead  to  substantial  changes  in  the  fully  manufactured  group  in 
i  Canadian  exports.  There  was  a  substitution  of  raw  materials  by 
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half  products  but  this  became  visible  later.  If  there  was  a 
change  from  one  kind  of  exports  to  another  it  must  have  been 
within  the  group  of  exports  here  observed.  Haw  materials  must 
have  been  substituted  for  other  raw  materials,  halfproducts 
for  other  half pro  ducts  and  manufactures  for  other  manufactures* 

Imports  of  merchandise  were  made  up  differently;  the  majo¬ 
rity  of  these  here  consisted  of  manufactures  (50-60  per  cent}; 
halfproducts  represented  about  7  per  cent;  and  raw  materials 
were  responsible  for  the  balance.  Haw  materials  were  substi¬ 
tuted  to  some  extent  for  half products  but  the  decline  in  half- 
produets  and  increase  in  raw  materials  were  comparatively  small* 

Perhaps  more  detailed  study  of  different  kinds  of  Canadian 
export  goods  will  exhibit  changes  in  the  composition  of  their 
values  over  time,  The re  was  an  abundance  of  data  with  regard  to 
exports  of  goods  grouped  according  to  the  kind  of  product.  The 
three  groups  selected  here  for  detailed  examination  should  be 
representative  of  total  exports  since  they  made  up  about  75  per 
cent  of  that  total. 

The  groups  selected  ?;ere  to  a  large  extent  raw  materials 
and  halfproducts  but  each  of  them  contained  at  least  an  admixture 
| of  fully  manufactured  products.  The  groups  under  study  were; 

1 1/  agricultural  and  vegetable  products  (not  including  animals  and 
their  products) , 

2/  wood,  woodpulp  and  paper, 

3/  nonferrous  metals. 

For  comparison  only  our  data  contained  also  figures  for  the 
group  consisting  of  iron  and  its  products.  This  group  before  the 


war  was  comprised  mostly  of  exports  of  manufactures  (machinery). 
Postwar  development  increased  the  importance  of  the  group  in 
Canadian  exports,  part  of  which  was  due  to  new  discoveries  of 
vast  iron  ore  deposits  in  Ontario*  Quebec  and  Labrador.  One  may 
expect  that  this  rising  trend  will  continue  as  the  American-" mar¬ 
ket  needs  iron  ore  and  the  proposed  St.  Lawrence  seaway  will 
provide  cheaper  transportation  to  the  highly  industrialised  Great 
Lakes  area. 

Certain  changes  in  the  composition  of  Canadian  exports, 
grouped  as  above,  were  evident  over  the  periods  of  this  study. 
Exports  of  agricultural  and  vegetable  products  increased  from 
588.3  millions  of  dollars  in  1926  to  773.0  millions  in  1949.  Since 
in  the  meantime  the  Canadian  dollar  lost  about  half  of  its  value 
this  was  really  a  decline  in  the  volume  of  these  exports.  Ex¬ 
ports  of  wood,  woodpulp  and  paper  increased  from  a  value  of  286.3 
millions  of  dollars  in  1926 to  875.3  millions  in  1949.  Exports 
of  nonferrous  metals  increased  even  more  from  74.7  millions  of 
dollars  in  1926  to  426.6  millions  in  1949.  In  comparison  with 
nonferrous  metals  exports  of  iron  and  its  .products  did  not  in¬ 
crease  so  rapidly.  Exports  of  this  group  brought  in  1926  75.6 
millions  of  dollars  and  in  1949  292.9  millions.  Total  exports 
of  merchandise  based  on  the  same  statistical  source  were  1261.2 
millions  of  dollars  in  1926  and  2992.0  millions  in  1949. 

Our  chief  interest  will  be  concentrated,  as  before,  cn  the 
prewar  period  from  1926  to  1938  but  some  attention  will  be  paid 
to  postwar  figures  also.  Trends  in  the  values  of  these  different 
groups  of  exports  were  recognizable  and  it  was  interesting  to  note 
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changes  in  the  composition  of  Canadian  exports  during  the  period. 

The  percentage  which  each  group  comprised  of  total  exports 
was  computed.  These  percentages  showed  substantial  annual  varia¬ 
tion  within  the  period,  but  when  arithmetic  means  were  computed 
for  certain  subperiods,  important  trends  were  immediately  visible. 
It  was  found  that  within  the  subperiods  mentioned  previously 
,  (1926-9,  1920-8  and  1946-9),  fluctuations  were  rather  small  and 
hence  arithmetic  means  were  computed  for  such  subperiods.  Economic 
j  conditions  appeared  to  have  been  changing  very  little  during  the 
various  subperiods,  but  this  could  hardly  be  said  about  conditions 
between  such  subperiods.  For  practical  reasons,  to  avoid  the  dis- 
i  turbance  of  the  1927-8  recession,  the  arithmetic  means  for  the 
thirties  were  computed  only  for  the  period  from  1920  to  1927. 

Agricultural  and  vegetable  products  1/  represented  46.2  per 

I  cent  of  total  values  of  exports  during  the  period  1926-9.  Al~ 

|  though  the  values  exported  and  the  percentages  of  total  exports 
J  fluctuated  it  was  difficult  to  find  a  trend  during  this  period. 

I  Wood,  woodpulp  and  paper  represented  22.4  per  cent  of  total  values 
of  exports  with  no  trend  visible  within  the  period.  Honferrous 


1/  Cf.  Table  27.  This  table  gave  the  following  percentages  of 
total  exports: 


j  Period 

Agricult,  and 

vegetable 

products 

Wood,  woodpulp 
and  paper 

Uonf errous 
metals 

1926-9 

46.2 

22.4 

7.6 

j 19 20-7 

24.2 

24.9 

16.6 

1946-9 

24.4 

29.8 

12.1 

op 
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metals  represented  7.0  per  cent  of  total  values  of  exports  and 
a  trend  was  visible  even  within  the  period.  Exports  of  this  group 
of  goods  were  increasing.  In  the  calendar  year  1926  they  repre¬ 
sented  only  5.9  per  cent  of  total  values  of  exports  and  gained 
steadily  so  that  in  the  fiscal  year  1929  they  represented  8.3  per 
cent. 

The  second  period  from  1930  to  1937  showed  greater  changes 
in  all  three  groups  of  exports.  One  could  even  subdivide  this 
period  into  two  parts:  a  decline  from  1930-1933  and  a  recovery 
from  1934  to  1937  as  the  percentages  appeared  to  cluster  around 
certain  average  values  within  these  subperiods.  Agricultural  and 
vegetable  products  lost  much  of  their  importance  in  exports  during 
this  period.  During  the  decline  their  percentage  was  lower  than 
in  the  late  twenties  and  after  the  recovery began,  the  agricultural 
group  declined  in  importance  even  further.  The  arithmetic  mean 
of  percentages  for  the  whole  period  is  34.3  per  cent  only.  Ex¬ 
ports  of  wood,  woodpulp  and  paper  improved  their  position  a  little 
and  represented  for  the  whole  period  24.9  per  cent  of  total  value 
of  exports,  but  wi thin  the  subperiods,  this  improvement  occurred 
entirely  during  the  decline.  hen  recovery  started  this  group  of 
exports  represented  even  less  of  total  exports  than  in  the  late 
twenties,  ITonferrous  metals  showed  spectacular  gains  and  their 
percentage  for  this  period  increased  from  7  per  cent  in  the  late 
twenties  to  16.6  per  cent.  In  this  series  the  increase  was  more 
readily  visible  in  the  second  subperiod  of  recovery. 

The  postwar  period  from  1946  to  1949  was  too  short  to  permit 
far  reaching  conclusions.  Two  export  series,  however,  viz.,  agri- 


cultural  and  vegetable  products,  and  wood,  woodpulp  and  paper 
revealed  further  changes  that  corresponded  to  the  trend  observed 
since  the  late  twenties.  Agricultural  and  vegetable  products 
declined  in  importance  in  total  Canadian  exports  and  its  mean  of 
percentages  fell  from  46.2  per  cent  in  the  late  twenties  to  24.4 
per  cent.  Wood,  woodpulp  and  paper  increased  their  share  in  ex¬ 
ports  to  29.8  per  cent.  In  both  eases  one  could  think  that  the 
long  term  trend,  did  not  end  with  the  second  world  war.  Konferrou 
metals  exports  were  an  exception.  Iheir  mean  of  percentages  de¬ 
clined  from  the  high  level  achieved  in  the  thirties  to  12.1  per 
cent  of  total  exports  of  goods. 

It  is  doubtful,  however,  if  one  can  consider  three  postwar 
years  to  be  a  long  enough  period  to  reveal  any  change  of  trend 
in  exports  of  nonferrous  metals.  Mining  depends  heavily  on  the 
amount  of  previous  investment  and  it  usually  takes  a  long  time 


before  this  investment  is  followed  by  increased  production.  We 
also  know  that  during  the  war  all  investment  was  severely  cur- 
j tailed.  In  the  postwar  period  investment  in  mining  increased 
rapidly  and  many  new  discoveries  were  also  made,  but  the  results 
r could  not  have  been  felt  within  the  short  post-war  period  up  to 
11949.  One  can  expect  that  when  data  for  later  years  are  avail- 
I  | able,  they  will  reveal  greater  relative  gains  for  this  group  in 
j  the  total  exports  of  goods  from  Canada.  Perhaps  the  trend  in 
Ithese  exports  shown  during  the  thirties  stopped  rising  in  the 
(  postwar  period,  but  it  is  difficult  to  see  why  it  should  have  de¬ 
ll  dined.  Ihe  figure,  12.1  per  cent  of  nonferrous  metals  in  total 


exports  for  this  period,  understates  their  probable  present  im¬ 
portance  in  Canadian  exports. 

These  trends  can  be  followed  more  closely  in  exports  to  the 
United  Kingdom  and  to  the  United  States. 

Exports  to  the  United  Kingdom  showed  weaknesses  during  the 
late  twenties.  Exports  to  this  area  fell,  rose  and  fell,  but 
there  was  a  general  trend  downwards.  Agricultural  and  vegetable 
products  in  exports  declined  from  239.2  millions  of  dollars  in. 

| the  calendar  year  1926  to  210.2  millions  in  the  fiscal  year  1928 
land  increased  slightly  to  325.1  millions  in  the  fiscal  year  1929. 
Exports  of  wood,  wood pulp  and  paper  increased  a  little  during 
:this  period  and  so  did  exports  of  nonferrous  metals.  In  average 
about  55.3  per  cent  of  all  agricultural  and  vegetable  products 

Iexported,  about  6.2  per  cent  of  all  wood,  wood  pulp  and  paper  expor¬ 
ted  and  16.0  per  cent  of  all  nonferrous  metals  exported  were 
directed  to  the  United  Kingdom  in  this  period. 

Exports  to  the  United  States  fluctuated  in  a  different  man- 
jjner.  Exports  of  agricultural  and  vegetable  products  declined 
slightly  from  the  calendar  year  1926  to  the  fiscal  year  1928  and 
lincreased  slightly  in  the  fiscal  year  1929  but  they  did  not  rep¬ 
resent  a  larger,  share  of  the  total  exports  to  the  United  States- 
Exports  of  wood,  woodpulp  and  paper  declined  steadily  from  the 
calendar  year  1926  to  the  fiscal  year  1929  but  the  decline  was 
not  steep.  Meanwhile  nonferrous  metals  more  than  doubled  in  Cana¬ 
dian  exports  to  the  United  states  offsetting  not  only  the  decline 
Ln  agricultural  and  vegetable  products  and  wood,  woodpulp  and  pa¬ 
per  but  pushing  upward  the  total  value  of  exports  to  the  United 
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Istates.  Other  exports  of  lesser  importance  must  have  also  been 
rising  as  the  increase  in  total  exports  to  the  United  States 
fluring  the  late  twenties  was  a  little  higher  than  the  increase  in 
['exports  of  nonferrous  metals.  Ten  per  cent  of  exports  of  agri¬ 
cultural  and  vegetable  products,  83.9  per  cent  of  wood,  woodpulp 
iand  paper,  and  49.3  per  cent  of  nonferrous  metals  were  directed 
to  the  United  States.  These  percentages  changed  similarly  to  the 
changes  in  absolute  figures  of  these  exports  to  the  United  States: 
bxports  of  agricultural  and  vegetable  products,  wood,  woodpulp  and 
paper  were  slowly  declining  and  exports  of  nonferrous  metals  rising* 

During  the  thirties  exports  to  the  United  Kingdom  fluctuated 
'with  the  changes  in  British  national  income.  They  were  the  low¬ 
est  in  the  fiscal  year  1932  except  for  the  exports  of  nonferrous 
letals  which  were  the  lowest  in  the  fiscal  year  1930.  The  in¬ 
crease  in  exports  of  nonferrous  metals  was  very  spectacular.  They 
i  Increased  from  1930  to  1937  to  five  times  the  1930  values  and  in 
bhe  1938  recession  the  figure  was  seven  times  the  1930  value.  In 
hhe  thirties  on  an  average  54.1  per  cent  of  exports  of  agri¬ 
cultural  and  vegetable  products,  11.5  per  cent  of  exports  of  wood, 
woodpulp  and  paper  and  B8.2  per  cent  of  exports  of  nonferrous 
letals  were  exported  to  the  United  Kingdom.  The  last  two  groups 
pf  exports  found  an  increasing  market  in  Great  Britain  which  in 
j  sase  of  nonferrous  metals  became  a  customer  for  one  third  of 
I  Canadian  exports  in  this  line. 

Exports  to  the  United  States  during  the  thirties  changed 

1 

lless  than  those  to  the  United  Kingdom.  All  three  groups  of  ex¬ 
horts  fluctuated  with  changes  in  American  gross  national  expen- 
jlture  and  reached  their  lowest  level  in  the  fiscal  year  1933. 
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About  IE  per  cent  of  exports  of  agricultural  and  vegetable  pro¬ 
ducts,  7E.3  per  cent  of  exports  of  wood,  woodpulp  and  paper  and 
50.5  per  cent  of  exports  of  nonferrous  metals  were  directed  to 
the  United  States. 

The  postwar  exports  to  the  United  Kingdom  exhibited  wide 
fluctuations,  as  did  exports  of  agricultural  and  vegetable  pro¬ 
ducts  and  those  of  wood,  woodpulp  and  paper.  Exports  of  non- 
ferrous  metals  showed  a  rising  trend,  nearly  doubling  from  1946 
to  1949..  On  an  average.  United  Kingdom  received  only  4S.7  per  cent 
of  total  Canadian  exports  of  agricultural  and  vegetable  products, 
IE. 3  per  cent  of  wood,  woodpulp  and  paper  and  S3. 4  per  cent  of 
nonferrous  metals*  As  these  were  years  of  bulk  purchases, 

Marshall  Aid,  etc.,  the  figures  might  be  deceptive. 

Canadian  exports  to  the  United  States  expanded  greatly. 

Wood,  woodpulp  and  paper  exports  increased  1.5  times  from  1946  to 
1949,  and  nonferrous  metals  exports  nearly  doubled  in  value. 

Even  agricultural  and  vegetable  products  after  a  decline  in  1947 
gained  substantially.  To  a  certain  degree  a  high  level  of  price 
supports  in  the  United  States  must  have  given  Canadian  exporters 
a  chance  to  expand  exports  of  agricultural  and  vegetable  products 
to  a  country  that  had  agricultural  vegetable  surpluses  itself. 

Cn  an  average  18. Z  per  cent  of  Canadian  agricultural  and  vege¬ 
table  products  exports  were  directed  to  the  United  States  in  post¬ 
war  years.  Figures  for  nonferrous  metals  were  40. 2  per  cent  and 
75.2  per  cent  for  wood,  woodpulp  and  paper. 

So  far  we  have  analysed  Canadian  exports  by  studying  changes 
in  the  values  of  certain  export  series.  Diagram  Ho.  15  gives  the 
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index  numbers  of  physical  volume  of  these  exports  grouped  as 
in  the  preceding  pages. 

In  the  first  period  of  the  late  twenties  changes  in  volume 
of  exports  were  rather  moderate.  At  first  all  three  groups  of 
our  exports  declined  in  volume  but  soon  other  increases  occurred 
and  all  three  series  in  1929  attained  volumes  above  the  1926 

level. 

In  the  thirties  diverging  movements  occurred  in  all  three 
series  of  Canadian  grouped  exports.  Exports  of  agricultural  and 
vegetable  products  declined  from  the  peak  in  1929  to  a  trough 
in  1931.  Short  term  fluctuations  occurred  in  the  volume  of  these 
exports  with  average  level  nearly  unchanged  until  1936  was  passed 
Then  once  more  the  volume  exported  increased. 

The  volume  of  exports  of  wood,  woodpulp  and  paper  continued 
to  rise  after  1929  to  a  peak  in  1930.  A  steep  decline  followed 
with  a  trough  in  1933.  In  1934  the  volume  of  exports  became 
stabilized  at  a  slightly  higher  level  than  that  of  1933  and  a  new 
increase  was  visible  after  1936. 

The  volume  of  exports  of  nonferrous  metals  rose  steeply  from 
1929  to  a  peak  in  1930,  then  declined  steeply  to  a  trough  in  1931 
Short  term  fluctuations  in  the  volume  of  these  exports  occurred 
with  an  upward  trend  which  carried  the  volumes  of  exports  to  new 
heights.  The  volume  of  exports  of  this  group  in  1938  was  more 
than  double  that  of  19  26. 

The  volume  of  exports  of  iron  and  its  products  was  small 
but  for  comparison  it  was  also  plotted  on  our  diagram.  The  de¬ 
cline  after  1929  was  very  steep  and  its  trough  in  1932  was  very 
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low.  Volume  of  exports  had  declined  in  1932  to  less  than 
one  third  of  the  1926  volume.  Recovery  in  the  following  year 
was  also  slow  but  after  1935  exports  rose  steeply.  In  1938 
this  group  of  exports  showed  a  volume  higher  than  that  of  1929. 
The  violent  swings  in  this  series  could  be  expected  as  it  rep¬ 
resented,  to  a  high  degree,  exports  of  fully  manufactured 
goods,  and  manufactures  usually  enjoy  more  stable  prices  than 
no  manufactures  but  their  volume  of  exports  suffers  more  from 
depression. 

A  general  remark  can  be  made  here  about  changes  in  the  vol¬ 
ume  of  exports  in  the  thirties.  Exports  of  agricultural  and 
vegetable  products  and  those  of  wood,  woodpulp  and  paper  did  not 
recover  to  the  volume  exported  in  1929  but  volumes  of  exports  of 
nonferrous  metals  surpassed  it.  Also  all  volumes  of  our  grouped 
exports  did  not  decline  in  1938  when  there  was  a  general  decline 
in  economic  activity. 

From  the  changes  in  volumes  and  in  values  one  could  deduce 

Vy  '  -  '  '  .  1 

change  in  prices.  Data  for  an  independent  study  of  the  changes 
in  prices  of  Canadian  exports  and  imports  were  available.  The 
next  chapter  will  deal  with  price  changes  in  Canadian  exports, 
imports,  and  terms  of  trade. 
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Chapter  VIII.  TIKI'S  OF  TRAD, 


Canadian  exports  and  imports,  in  terras  of  current  and  con¬ 
stant  dollars,  have  been  examined  in  the  preceding  chapter.  Al¬ 
though  prices  are  implicit  in  the  relationship  of  these  series 
some  changes  and  relationships  in  the  Canadian  economy  were  re¬ 
vealed  more  readily  by  a  separate  study  of  prices.  A  comparison 
of  external  and  internal  prices,  based  on  the  composition  of 
Canadian  exports  and  imports,  has  been  made.  In  the  period  more 
than  half  of  Canadian  exports  were  made  up  of  foodstuffs  and  raw 
materials,  while  two  thirds  of  Canadian  imports  were  made  up  of 
fully  manufactured  goods. 

Diagram  Ho.  16  compares  the  price  index  of  fully  manufactured 
goods  and  the  price  index  of  imports.  One  would  expect  that  the 
price  index  of  manufactures  should  be  less  volatile  than  the  price 
index  of  imports  as  manufactures  represented  only  a  proportion, 
though  large,  of  all  imports.  Prices  of  raw  materials  and  par¬ 
tially  manufactured  goods  usually  fluctuated  more  during  business 
cycles  and  this  would  magnify  the  swings  in  the  price  index  of 
imports.  This  led  us  to  expect  that  the  price  of  imports  should 
be  below  the  price  index  of  manufactures  at  troughs  and  above  at 
peahs  of  national  income. 

In  Diagram  Ho.  16,  some  evidence  supporting  this  is  revealed. 
The  spread  observed,  however,  was  rather  small  and  its  significance 
is  doubtful.  Both  indexes  were  based  on  the  same  period  and  so 
their  visible  spread  measured  their  comparative  movements  well.  As 
if  complying  with  the  rule,  the  price  index  of  imports  was  below 
the  price  index  of  manufactures  at  troughs  in  1933  and  1938  and 
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above  at  the  peak  in  1957;  but  for  the  peak  in  gross  national 
expenditure  in  1929  our  price  indexes  nearly  coincided.  One 
could  even  say  that  for  most  of  the  period  before  1939  and  after 
194o  both  price  indexes  were  nearly  equal. 

Additional  deductions  could  be  drawn  from  this  diagram. 
First,  the  upturn  in  the  price  index  of  manufactures  in  1932  led 
by  one  year  the  upturn  in  the  price  index  of  imports.  This  can 
be  explained  by  the  prevalence  of  goods  from  the  United  States 
amongst  Canadian  imports.  The  British  recovery  from  the  decline 
during  the  early  thirties,  as  indica_ted  by  national  income  sta¬ 
tistics,  led  the  American  recovery  by  one  year  and  there  are  in¬ 
dications  that  the  Canadian  recovery  also  preceded  the  American 
by  a  few  months.  This  was  dealt  with  more  fully  in  Chapter  I. 

The  opposite  was  true  during  the  1937-8  recession.  The 
prices  of  imports  declined  in  1938  but  improved  slightly  in  1939, 
whereas  the  internal  prices  of  manufactures  in  Canada  lagged 
another  year  and  continued  to  decline  until  1939.  This  was  fur¬ 
ther  evidence  that  the  1937-8  recession  in  Canada,  despite  its 

L_J 

moderate  effect  on  national  income,  could  have  easily  ended  in 
a  major  depression. 

Diagram  Ho.  17  gives  price  indexes  of  exports  and  non-manu¬ 
factures.  Here  one  would  expect  the  price  index  of  non-manufac¬ 
tures,  i.e.,  of  raw  materials  and  partially  manufactured  goods, 
to  be  more  volatile  since  fully  manufactured  goods  in  exports, 
although  a  small  proportion,  must  have  acted  on  the  changes  in 
prices  as  a  dampening  factor.  The  diagram  supported  this  anti¬ 
cipation,  and  this  time  the  spread  bet ween  both  price  indexes 
was  more  considerable. 
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The  price  index  of  non-manufactures  was  above  the  price 
index  of  exports  at  upper  turning  points  of  gross  national  ex¬ 
penditure  in  1929  and  1937.  If  a  reduced  rate  of  increase  in 
the  Canadian  gross  national  expenditure  in  1948  marked  a  hidden 
turning  point,  then  the  rule  was  confirmed  at  this  time  also. 

The  position  of  these  price  indexes  was  reversed  at  the  lower 
turning  points  in  1932,  in  1938-9  and  in  1946.  If  a  higher  rate 
of  increase  in  the  Canadian  national  product  in  1949  marked  a 
hidden  lower  turning  point,  then  the  rule  was  confirmed  even 
here.  Such  lower  turning  point  was  visible  in  absolute  terms 
in  the  American  national  product  at  the  same  time. 

The  period  from  1926  to  1928  seemed  to  be  an  exception. 

The  price  index  of  exports  was  well  above  the  price  index  of  non¬ 
manufactures,  a  situation  found  usually  in  times  near  the  lower 
turning  points  of  the  national  product  only.  This  unusual  price 
situation  did  not  continue  as  prices  of  exports  declined  steadily 
and  internal  prices  of  non-manufactures  only  slightly.  As  our 
data  were  available  only  for  the  period  subsequent  to  1926,  one 
could  only  speculate  how  this  unusual  price  situation  could  have 
arisen  in  1926  or  before.  Vernon  W.  Malaeh  mentions  a  rapid  rise 
in  prices  of  raw  materials  exported  in  1925  and  1926  1/.  Such 

a  sudden  rise  could  bring  a  deviation  between  the  prices  of  ex¬ 
ports  and  those  of  raw  materials  and  partially  manufactured  goods 
that  were  consumed  at  home.  And  this  could  be  seen  in  1926  as  a 
gap  between  the  price  index  of  exports  over  the  price  index  of 


1/  "Vernon  W.  Malaeh,  ’External  Determinants  of  the  Canadian 
Up  swing ,  1921-9’,  The  Canadian  Journ al  of  Economic  and  Political 
Science ,  Volume  XVII,  February  to  November,  1951,  p.63. 
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non-manufactures.  For  the  thirties  the  movements  of  internal  and 
external  prices  followed  the  expected  trend. 

Our  comparison  of  internal  and  external  prices  could  be  made 
even  more  compact  if  we  used  terms  of  external  and  internal  trade. 
Terms  of  Canadian  external  trade  were  calculated  by  dividing  the 
price  index  of  exports  by  the  price  index  of  imports.  Similarly 
terms  of  Canadian  internal  trade  were  calculated  by  dividing  the 
price  index  of  non-manufactures  by  the  price  index  of  manufactures. 
Diagram  Ko.  18  gives  both  terms  of  trade  on  a  graph.  Since  exports 
included  manufactured  goods  and imports  included  non-manufactures  we 
should  anticipate  that  changes  in  the  terms  of  external  trade  would 
be  less  extreme  than  those  of  internal  trade  which  are  calculated 
in  prices  of  non-manufactures  and  manufactures  only. 

The  relation  between  external  and  internal  terms  of  trade  re¬ 
vealed  all  that  we  have  found  from  our  examination  of  the  price  in¬ 
dexes  of  exports,  imports,  raw  materials  and  partially  manufactured 
goods  and  fully  manufactured  goods.  From  1926  to  1928  or  perhaps 
even  to  1929  terms  of  external  trade  were  extremely  advantageous  to 
Canada,  even  if  this  advantage  was  rapidly  disappearing.  For  the 
thirties  internal  and  external  terms  of  trade  changed  very  much  as 
expected.  For  the  postwar  period  it  is  difficult  to  say  much  about 
their  relations.  The  period  was  rather  short  and  international 
trade  was  still  much  affected  by  extraordinary  government  actions. 

In  the  preceding  chapter  the  period  from  1926  to  1929  was 
called  transitional  for  Canada  as  her  trade  relations  were  steadily 
adjusting  to  expanding  trade  with  the  United  States  and  declining 
trade  with  the  United  Kingdom.  The  depressed  conditions  in  Great 
Britain  after  the  first  world  war  and  the  expansion  in  the  American 
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economy  in  the  1920 fs  were  responsible  for  this  change  to  the 
American  market#  The  shift  to  the  United  States  market  induced 
an  increase  in  total  exports  despite  the  decline  in  exports  to 
the  United  Kingdom  and  this,  combined  with  advantageous  terms  of 
trade  of  the  period,  brought  a  greater  measure  of  prosperity  to 
Canada#  1/ • 

So  far  only  broad  divisions  of  prices  have  been  considered, 
i.e.,  prices  of  manufactures  and  non-manufactures,  exports  and  im¬ 
ports#  An  examination  of  the  prices  of  individual  groups  of  ex¬ 
ports  is  revealing#  These  price  indexes  of  exports  grouped  &s  in 
the  preceding  chapter,  and  based  on  1926  prices,  are  given  in 
Diagram  No.  19. 

Prices  of  exports  of  agricultural  and  vegetable  products  and 

of  nonferrous  metals  declined  from  1926  to  1928,  but  prices  of 

i  wood,  woodpulp  and  paper  were  rather  stable  during  this  subperiod. 

|  This  stability  of  prices  of  wood,  woodpulp  and  paper  could  be 

|  linked  with  steady  expansion  of  Canadian  exports  of  this  group  of 

'  products  to  the  United  States# 

| 

Prom  1928  to  1929  the  situation  changed.  American  prices  of 
1  newsprint  declined  sharply  for  reasons  to  be  discussed  more  fully 
i  later.  Prices  of  exports  of  nonferrous  metals  which  had  previously 
!  declined  were  stabilised  under  the  impact  of  the  boom  in  the  United 
|  States.  Prices  of  exports  of  agricultural  and  vegetable  products 
which  had  been  declining  previously  levelled  out  in  1929  but  for  a 
different  reason.  The  harvest  in  1929  was  expected  to  be  very 
i  poor,  but  that  would  have  not  influenced  the  prices  before  the 


1/  Ibid, ,  pp. 50-51 
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middle  of  the  year*  Canada1  s  own  grain  price  policy  was  a  more 
important  factor.  Canadian  exporters  of  grain  knew  that  there 
was  a  world  shortage  of  better  grade  wheat  which  Canada  had  in 
surplus.  They  tried  to  benefit  from  this  shortage  by  increasing 
the  price  spread  between  better  and  worse  grades*  As  a  result 
there  was  a  substitution  in  consumption  of  the  poorer  grades 
and  Canada  had  to  carry  high  stocks  instead  of  disposing  of  them. 
The  export  prices  of  wheat  were  temporarily  improved  at  the  ex¬ 
pense  of  retaining  a  high  surplus. 

E.  Marcus  described  this  situation  as  follows  1/: 

T  *  .  .  Hence  a  holding  movement  developed  in  Canada, 
moving  Canadian  wheat  prices  out  of  line  with  world 
prices  of  competing  wheats  *  *  *  the  normal  premium 
in  the  Liverpool  market  doubling.  Much  of  this  hold¬ 
back,  of  course,  was  financed  through  the  Canadian 
banks. 1 

Prom  1929  the  decline  in  price  indexes  of  exports  became 
general,  the  prices  of  exports  of  agricultural  and  vegetable 
products  declining  the  most.  The  unsold  stocks  of  wheat  must 
have  dragged  the  market  down.  Prices  of  exports  of  iron  and  its 
products  declined  the  least.  This  could  be  explained  by  the  com¬ 
position  of  these  exports  as  they  consisted  mostly  of  fully  manu¬ 
factured  goods,  and  prices  of  manufactures  usually  fluctuate  less 
in  business  cycles  than  do  those  of  raw  materials. 

The  rate  of  the  decline  in  prices  of  agricultural  and  vege¬ 
table  products  and  nonferrous  metals  slowed  down  considerably  in 
1921  and  was  stabilized  in  1932.  Prices  of  exports  of  wood,  wood- 
pulp  and  paper  lagged  behind  the  first  two  groups  and  reached 


1/  E.  Marcus,  1  Cyclical  Turning  joints:  Canada,  lCgy-lC^1, 

The  American  Economic  Hevlew,  Sept.  53.  Vol.ALIII  Ho.  4.  P.  575. 
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their  lowest  level  in  1955.  The  impact  oi  British  recovery- 
starting  in  1952  affected  the  former  and  could  explain  these 
leads. 

The  subsequent  rise  in  prices  was  rather  slowo  Agri¬ 
cultural  and  vegetable  products  prices  showed  a  higher  rate  of 
increase  after  1954  but  they  had  to  recover  from  a  very  low 
level  and  they  did  not  attain  the  general  level  of  prices  of 
exports  until  195t>.  From  iy5b  all  three  series  increased  to 
1927  and  declined  in  1958  except  for  prices  of  exports  of  wood, 
woodpulp  and  paper. 

The  average  price  indexes  in  the  thirties  were  well  below 
the  starting  prices  in  1926.  Even  1929  prices,  though  loxv  in 
comparison  with  192t>  prices,  were  not  reacned  by  our  three 
price  indexes  of  these  groups  of  exports  in  the  1930 fs. 


V  *• 


9  c.  w 


. 

i ; ...  hi:.  jo  JL'0.,  •  C.  •  ilj  j;oa'i..£;  fli:  liic^ivs 

•  . 


.  .  .  .  -  ©  -  •  s 

-  .j  •  T0  •  j  i'i  c!  <  9  i-.’v  -  i3  U  v;  i:  ■>  '-■>  ‘-i  ■*<-'  1  1  ^  ©H 


©ilf 

©3  3  3*1  0  -  1 
DiIB  •  •  V  ©  j. 


,j.  3  -•••  *J. .  i  •'  - 

io  ai*':  o  ;:i3  lo  aioixc; 


.  .  : - 

« 


*  • 

.  ■  .  .  -  ■  ©  *  '  ■  ■  ■ 

*  -  • J 

: 

, 

aIj  il  aiiooxo  lo  a.qi oi :  ,  eaaxicr  10  a  nil  so-‘ 


-81- 


Chapter  12.  AG-BI CULTURAL,  VEGETABLE  PBOIKJCTS* 

So  far  it  was  found  that  exports  of  agricultural  and  vege¬ 
table  products  lost  much  of  their  importance  over  the  period  under 
study.  Luring  the  late  twenties  they  represented  about  half  of 
the  values  of  all  goods  exported  and  after  the  second  world  war 
they  represented  a  quarter  only.  The  decline  in  British-Canadian 
trade  was  mostly  responsible  for  this  as  these  products  had,  at 
times,  represented  up  to  three  quarters  of  Canadian  exports  to  the 
United  Kingdom. 

Short  or  long  term  changes  in  exports  of  particular  products 
could  have  influenced  considerably  income  in  that  industry,  and 
through  this  the  Canadian  income  as  a  whole.  If  such  an  industry 
was  unable  to  sell  its  products  abroad  or  if  the  returns  from  such 
sales  were  low,  the  earnings  of  the  whole  industry  could  be 
affected  adversely.  Lower  earnings  in  that  industry  would  affect 
the  whole  economy.  Expanding  exports  would  work  in  the  opposite 
direction. 

Another  avenue  of  inquiry  was  to  attempt  to  examine  how 
changes  in  exports  of  a  certain  industry  influenced  investment  in 
that  same  industry.  Only  part  of  such  investment  is  considered  im¬ 
portant.  In  Part  I  of  this  paper  it  was  found  that  changes  in  one 
subcomponent  of  investment,  i.e.,  inventories,  could  be  linked  with 
other  factors  rather  than  with  changes  in  exports.  Farm  inventories 
and  grain  in  commercial  channels  were  influenced  by  the  size  of  the 
crop  harvested.  Involuntary  changes  in  inventories  could  occur  at 
turning  points  of  general  business  activity.  Also  changes  in  the 


;  .  ) 


J 


. 


j 


•j 


)  .  j. 


.j 


> 


rate  of  increase  or  decrease  in  sales  represented  by  the  rate  of 
change  in  gross  national  expenditure  could  influence  inventories. 
All  three  factors  combined  do  not  leave  much  room  for  influences 
through  changes  in  exports.  Therefore,  the  new  investment  under 
study  here  includes  only  new  investment  in  physical  durable  assets, 
i.e.,  new  nonresident! al  construction  and  machinery  and  equipment. 

The  groups  studied  here,  however,  were  far  too  broad  to  give 
a  good  insight  into  what  was  going  on  in  export  industries,  how 
they  reacted  to  changes  in  prices  of  exports,  their  values  and 
volumes,  etc.  One  could,  therefore,  inquire  if  there  were  any 
goods  that  could  be  considered  as  representatives  of  all  groups  of 
exports  studied  so  far.  Such  goods  might  be  considered  repre¬ 
sentative  because  they  made  up  a  major  part  of  the  group  or  be¬ 
cause  other  goods  changed  as  did  the  commodity  considered  repre¬ 
sentative  and  so  it  was  an  indicator  of  a  whole  set  of  commodities 
that  together  made  up  a  major  part  of  the  whole  group. 

.  For  the  agricultural  and  vegetable  products,  wheat  was  the 
most  representative  good,  '//hat ever  happened  to  wheat  should  have 
been  reflected  in  the  totals  for  the  whole  group.  There  was  a 
possibility,  how/ever,  that  some  important  changes,  due  to  subs¬ 
titution  between  grains,  occurred  without  affecting  the  total. 
Therefore,  oats  and  barley  were  added  to  the  representative  com¬ 
modity  of  this  group,  though  they  were  of  lesser  importance  than 
wheat. 

What  happened  to  faim  cash  incomes  during  the  period  studied 
here?  Diagram  Ho.  20  gives  us  changes  in  gross  national  expendi¬ 
ture,  in  farm  cash  income,  and  in  new  investment  in  physical  dur¬ 
able  assets  in  agriculture.  We  can  see  that  farm  cash  incomes 
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deelined  from  1926  to  1927,  increased  to  a  peak  in  1928  and 
declined  to  a  trough  in  1932.  In  comparison  with  gross  national 
expenditure  farm,  cash  income  led  by  one  year,  declining  after 
1928  and  increasing  after  1932.  The  decline  was  steeper  than  in 
gross  national  expenditure  and  subsequent  recovery  more  in  line 
with  changes  in  gross  national  expenditure.  After  1932  farm 
cash  income  increased  into  the  war  period  and  was  apparently  not 
affected  by  the  1937-1938  recession.  After  the  war  both  series 
once  more  increased,  but  farm  cash  income  reached  a  plateau  from 
1948  to  1950. 

Farm  cash  income  was  more  closely  correlated  with  exports 
than  was  the  case  for  the  gross  national  expenditure  series.  Both 
the  export  and  farm  income  series  declined  from  a  peak  in  1928  and 
increased  from  a  trough  in  1932.  This  is  understandable.  In  1928 
nearly  half  of  Canadian  exports  were  made  up  of  agricultural  and 
vegetable  products  and  even  postwar  exports  still  contained  about 
a  quarter  of  these  products. 

A  similar  relationship  can  be  seen  bet  ween  farm  cash  income 
and  exports  to  the  United  Kingdom.  This  is  to  be  expected  in  the 
late  twenties  since  nearly  75  per  cent  of  Canadian  exports  to  the 
United  Kingdom  were  made  up  of  agricultural  and  vegetable  products. 

The  lead  which  farm  cash  income  showed  over  gross  national 
expenditure  could  have  had  an  influence  on  the  Canadian  national 
income;  in  particular  it  could  have  brought  Canadian  expansion 
in  the  late  twenties  to  a  stop  earlier  than  would  have  occmred 
without  it.  Let  us  compare  the  following  figures:  the  rate  of 
change  in  gross  national  expenditure  from  the  preceding  year,  the 
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rate  of  change  in  farm  cash  income  from  the  preceding  year,  and 
the  balance  of*  both  figures  which  gives  us  the  rate  or  change 
in  the  remaining  sectors  of  the  Canadian  economy# 

TABLE 

Changes  in  Gross  National  Expenditure  and  Pam  Cash  Income, 


Canada,  Selected  Years, 
Dollars#  1/ . 

1926-1929 , 

in  Millions  of  Current 

Change  in: 

1*20 

1927 

1*20 

1929 

Gross  nat.  expend# 

NoC. 

+353 

+458 

+  6l 

Pam  cash  income 

NoC. 

+  22 

+132 

-137 

Gross  nat#  expend,  other  N.c. 

+331 

+326 

+19  8 

than  farm  cash  income 

As  we  see  the  rate  of  change  in  the  remaining  sectors  of  the 
economy  was  declining  after  1927  and  the  steep  decline  in  1929 
could  have  been  a  result  of  a  sharp  decline  in  the  figure  for 
farm  cash  income  in  that  year#  Even  in  1929  this  decline  in 
farm  cash  income  could  have  affected  other  sectors  of  the 
Canadian  economy  through  a  multiplier  action. 

Whatever  were  the  reasons  for  the  decline  in  national  in¬ 
come  in  the  other  sectors  of  the  Canadian  economy  in  1929,  one 
can  venture  an  opinion  that  declining  farm  cash  income  in  1929 
must  have  certainly  aggravated  the  previous  signs  of  weakness 
in  the  Canadian  expansion  of  the  late  twenties# 

Pam  investment  in  durable  physical  assets  appeared  to  be 
correlated  to  a  certain  degree  with  gross  national  expenditure 
and  to  a  certain  degree  with  farm  cash  income,  usually  lagging 
behind  the  latter  in  turning  points  except  for  the  year  1928# 


1/  Original  data:  post  tables  1  &  34 
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Farm  investment  increased  from  1926  to  1928,  then  declined  to 
1933  and  increased  to  1938.  A  small  trough  in  1939  followed. 

After  the  war  farm  investment  reached  the  highest  level  in  1950, 
lagging  once  more  one  year  behind  the  highest  level  in  farm 
cash  income. 

These  lags  in  1933,  1938,  1939,  and  1950  suggested  that  a 
causal  relation  might  have  existed  between  farm  cash  income  as 
a  cause  and  investment  in  durable  physical  assets  in  agriculture 
as  an  effect.  A  similar  relation  was  found  formerly  between 
exports  of  agricultural  and.  vegetable  products  and  farm  cash  in¬ 
come.  And  so  a  long  chain  of  causes  and  effects  links  Canadian 
exports  with  Canadian  income  and  investment.  This  is  a  strong 
support  for  the  theory  of  foreign  trade  or  exports  multiplier. 
According  to  this  theory  domestic  investment  and  exports,  or 
rather  balance  of  trade,  instead  of  exports,  are  considered  de¬ 
terminants  of  the  size  of  the  national  income.  The  multiplier  is 
determined  by  the  propensities  to  consume  and  to  import  in  Canada 
and  in  the  countries  trading  with  Canada.  (These  propensities 
usually  are  considered  to  be  constants). 

Because  of  the  similarity  of  treatment  between  investment 
and  balance  of  trade  as  determinants  of  national  income,  they  are 
often  added  and  the  new  statistic  called  gross  total  investment  is 
obtained.  Although  gross  domestic  investment  in  Canada  reached  its 
highest  level  in  1929,  the  gross  total  investment  reached  such  a 
level  in  1928.  If  we  assume  that  gross  total  investment  is  a  de¬ 
terminant  of  gross  national  expenditure  with  a  lag  the  end  of  ex¬ 
pansion  of  Canadian  income  was  to  be  expected. 
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A  comparison  of  exports  with  net  value  of  agricultural 
production  can  he  made.  This  net  value  of  agricultural  pro¬ 
duction  differed  slightly  from  farm  cash  income  hut  could  he 
compared  with  other  lines  of  production  in  Canada.  During  the 
late  twenties  agricultural  production  represented  33.9  per  cent 
of  total  production,  hut  exports  of  agricultural  and  vegetable 
products  alone  (animals  and  their  products  omitted)  constituted 
nearly  half  of  the  exports. 

During  the  thirties  the  importance  of  agriculture  in  the 
Canadian  economy  declined.  The  net  value  of  agricultural  pro¬ 
duction  (animals  and  their  products  included)  represented  only 
23.6  per  cent  of  total  production.  In  exports  agricultural  and 
vegetable  products  also  declined  in  importance  and  their  share 
was  only  34.5  per  cent  of  total  export  of  goods. 

Postwar  figures  revealed  the  same  declining  trend  in  Cana¬ 
dian  agriculture  and  its  exports:  In  the  1946-1949  period,  ag¬ 
ricultural  production  represented  21.9  per  cent  of  the  total, 
while  agricultural  and  vegetable  products  constituted  only  24.4 
per  cent  of  total  exports.  An  examination  of  the  production  of 
the  grains,  wheat,  oats,  and  barley  will  he  made  to  attempt  to 
explain  more  fully  this  decline  in  agricultural  and  vegetable  ex¬ 
perts. 

Yalues  of  production  of  these  three  grains  were  correlated 
to  a  certain  degree  with  exports  of  the  whole  group.  The  value 
of  wheat  produced  increased  slightly  from  1926  to  1927  and  then 
declined  to  1931.  Changes  in  the  value  of  oats  produced  were 
similar  except  for  the  lowest  level  being  reached  in  1932.  The 
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value  of  barley  produced  was  greatest  in  1928  and  least  in  1921. 
Exports  of  agricultural  and  vegetable  products  declined  from 
1926  to  1928,  increased  slightly  in  1929  and  then  declined  steeply 
to  1932  though  the  rate  of  decline  after  1932  was  rather  small* 

If  the  disturbance  of  increased  values  of  exports  of  agricultural 
and  vegetable  products  in  1929  is  omitted  then  the  decline  in  the 
value  of  exports  led  the  decline  in  production  values  in  the  late 
twenties* 

Diagram  Ho.  21  gives  the  values  produced,  physical  production 
and  area  sown  for  wheat.  Similar  data  with  respect  to  oats  are 
given  in  Diagram  Ho.  22,  and  for  barley  in  Diagram  Ho.  23*  Yields 
of  all  three  grains  in  bushels  per  acre  are  given  in  Diagram  Ho.  24. 

All  production  series  exhibited  considerable  fluctuations 
which,  to  a  large  degree,  were  apparently  due  to  weather  conditions. 
One  cannot  deny  that  the  amounts  of  labour  and  capital  may  have 
changed  in  agriculture  over  the  period,  and  this  may  have  in¬ 
fluenced  the  yield  per  acre*  But  this  effect  is  likely  to  have 
been  a  long  terra  one,  and  for  shorter  periods,  production  would 
depend  rather  on  the  size  of  the  area  under  cultivation  and 
weather  conditions  alone. 

Diagram  Ho.  24  revealed  that,  on  an  average  per  acre,  yields 
were  higher  before  1929  than  in  the  later  years.  From  1926  to 
1928,  inclusive,  weather  conditions  were  favorable  and  no  really 
bad  harvests  occurred.  Beginning  in  1929  the  situation  changed 
and  poor  crop  years  alternated  with  good  or  rather  with  medium  ones. 

In  terms  of  aggregate  yields,  wheat  production  was  the  high¬ 
est  in  1928,  and  the  trend  after  1928  appears  to  be  downwards. 
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Hothing  in  our  data  suggests  that  these  production  figures  res¬ 
ponded  to  the  general  level  of  business  activity.  The  same  could 
be  said  about  oats  production.  Only  barley  production  seemed  to 
differ.  If  a  smooth  curve  were  to  be  fitted  to  our  diagram  it 
would  suggest  that  total  yields  of  barley  were  the  highest  around 
1929,  a  peak  also  for  economic  activity. 

If  total  and  average  yield  did  not  respond  in  the  short  run 
to  changes  in  capital  and  labour  applied  to  land,  and  men  were 
unable  to  Influence  the  climate,  then  farmers  could  attempt  to  in¬ 
fluence  the  size  of  their  production  only  by  changing  the  area 
under  cultivation.  Cur  data  also  serve  to  illustrate  the  extent 
of  the  acreage  adjustment  during  the  period  under  investigation. 

Acreage  sown  to  oats  did  not  appear  to  react  to  changes  in 
economic  activity.  At  most,  the  diagram  suggests  a  very  slowly 
rising  trend.  Acreage  sown  to  barley  showed  a  bulge  around  1929 
and  this  could  be  a  sign  of  some  correlation  between  area  under 
cultivation  and  economic  activity.  Nothing  similar  however 
occurred  around  the  lowest  level  of  economic  activity  in  1933; 
no  trend  is  disc.ernable  which  would  suggest  an  adjustment  to  the 
changes  in  economic  activity  which  preceded  and  followed.  The 
weights  to  be  given  to  curves  representing  oats  and  barley  were 
not  high.  Together  both  areas  represented  only  about  two- thirds 
of  area  under'  wheat  cultivation. 

Wheat  changed  in  a  most  peculiar  way.  Its  area  increased 
steadily  up  to  1932  and  declined  in  the  following  years.  Despite 
the  decline  in  prices  from  1926  and  the  more  rapid  decline  follow¬ 
ing  1929,  farmers  seemingly  did  nothing  to  cut  their  production 
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or  even  to  substitute  one  grain  enterprise  for  another.  Instead, 
the  increased  area  indicates  that  they  tried  to  expand  their  pro¬ 
duction  even  further. 

This  increased  production  might  have  resulted  in  even  lower 
incomes  had  not  a  series  of  poor  crops,  due  to  weather  conditions, 
intervened.  When  by  the  end  of  the  thirties,  good  yields  returned, 
the  situation  changed  and  huge  surpluses  resulted. 

The  writer  has  frequently  been  told  by  farmers  that  farming 
is  not  a  business  but  a  way  of  life.  This  was  their  explanation  for 
not  cutting  production  despite  declining  prices  and  incomes  in  the 
late  twenties  and  early  thirties.  Instead,  farmers  continued  to 
produce  as  much  as  possible  regardless  of  earnings.  The  economic 
stimulus  of  low  prices  and  low  returns  had  very  little  influence 
on  production  decisions. 

Wilfred  Male nbaum  1/  had  the  following  to  say  about  this  same 
matter  speaking  of  agriculture  the  world  over: 

•World  wheat  supplies  in  the  thirties  were  in  excess 
of  what  the  world’s  consumers  were  prepared  to  use. 

Stocks  tended  to  increase  over  the  years.  This  followed 
from  high  average  levels  of  output  rather  than  from  low 
levels  of  demand. 

fear-end  stocks  were  695  million  bushels  on  the  ave¬ 
rage  in  the  period  1924-29.  These  carryovers  are  measured 
as  of  August  1,  •  •  . 

Carryover  levels  in  1924-29  averaged  less  than  25  per 
cent  of  what  the  world’s  people  consumed  as  food  and  used 
for  further  plantings  in  those  years.  From  the  695  million 
bushel  average,  carryovers  increased  almost  steadily  to  a 
record  level  of  1180  million  bushels  on  August  1,  1925,  and 
to  further  1187  million  bushels  one  year  later.  Stocks  of 
this  level  were  close  to  40  per  cent  of  the  world’s  human 


1/  Wilfred  Malenbaum,  world  Wheat  Economy,  1885-1929,  (Harvard 
University  Press,  Cambridge,  IZa'ss.,  1952.)  pp.  5-7. 


-yo- 


consumption  and  seed  use.  Drought  conditions  cut  these 
stocks' rapidly ,  and  carryovers  were  lower  in  1937  and 
1938 •  By  August  1,  1939,  however,  stocks  again  accumu¬ 
lated  to  the  record  levels  of  1933  and  1934. 

There  were  years  of  depression,  of  poverty  and  hunger 
during  the  thirties.  It  is  true  that  human  consumption 
of  wheat  per  capita  was  lower  in  1929-34  than  in  1924-29. 

The  reduction,  however,  was  due  to  factors  other  than  the 
depressed  economic  conditions  of  the  early  thirties.  On 
the  contrary,  these  conditions  probably  encouraged  human 
wheat  consumption  and  thus  contributed  to  a  per  capita 
level  which  was  above  what  might  otherwise  have  been  ex¬ 
pected  in  those  years.  Moreover,  wheat  utilized  for  all 
purposes  was  actually  higher,  both  in  total  and  on  per 
capita  basis,  in  the  five  years  1929-34.  The  large  carry¬ 
over  ratios  can  thus  not  be  attributed  to  any  special 
circumstances  which  depressed  the  demand  for  wheat. 

e  •  • 

There  was  evidence  of  overproduction  in  the  early 
thirties.  Similarly,  there  did  not  seem  to  be  a  demand 
for  the  excess  supplies  of  later  years.  Despite  very 
low  prices,  despite  recent  drought  experience,  despite 
the  unfilled  needs  of  hungry  people,  and  despite  record 
levels  of  wheat  utilization  in  some  of  these  years,  pro¬ 
duction  provided  large  carryover  supplies.  Wheat  surp¬ 
luses  were  caused  by  output  in  excess  of  what  the  world 
economy  could  absorb  .  .  .  .  ? 

Mr.  Malenbaum  also  gave  reasons  for  the  alleged  condition  of 
oversupply.  The  supply  curve  of  wheat  usually  responded  to  higher 
prices  by  moving  upwards.  There  were  always  enough  people  ready 
to  go  into  faming  or  to  increase  farm  production,  (i.e.  to  increase 
the  area  under  cultivation)  whenever  the  reward  for  such  action 
was  good,  and  even  if  the  prospects  were  short  term  only.  Large 
farm  families  supplied  most  of  the  recruits  for  such  expansion. 

Lack  of  town  skills  acted  as  a  barrier  to  farm  folk  moving  to 
towns.  There  was  also  a  return  to  the  land  movement  whenever  the 
conditions  on  land  looked  more  promising  than  in  towns.  It  was 
the  independent  living  that  attracted  people. 

But  Malenbaum  observed  also: 

5  .  .  .For  downward  movement  the  response  would  be 
less  elastic.  For  that  reason  alone,  production  in  certain 


f 


-yi- 


years  would  tend  to  exceed  the  amount  which  would, 
given  the  demand  schedule,  yield  desired  net  returns. 

This  difficulty  of  contraction  is  of  great  importance, 
for  frequently  circumstances  of  onl3^  temporary 
duration  operate  to  encourage  acreage  expansion,  r/hen 
the  brief  period  has  passed,  the  acreage  may  decline  only 
slowly,  if  at  all.  Such  temporary  circumstances 
occur  frequently  in  a  wheat  economy  spread  throughout 
the  world  and  among  many  nations  ....  Thus,  high 
prices  in  the  United  States  in  .  .  .  iy£4-26  were  largely 
caused  by  such  temporary  phenomena  as  very  severe  crop 
failures  occutring  simultaneously  in  several  important 
surplus  and  deficit  areas.  Acreage  expansion  inspired 
by  the  prices  and  returns  of  these  years  is  then  subject 
to  the  more  inelastic  contraction  function.  This  cir¬ 
cumstance  is  considerably  aggravated  by  the  rise  in 
price  of  cost  factors  consequent  upon  such  peak  years; 
insofar  as  these  costs  become  the  basis  for  fixed 
charges  carried  through  subsequent  periods,  the  con¬ 
traction  is  made  much  more  difficult.1  1/ 

In  expansion  the  immobility  of  the  rural  community  (big  farm 
families  as  a  supply  of  farm  labour)  helped  to  increase  the  pro¬ 
duction.  In  the  contraction,  the  opposite  was  true.  There  was 
no  leave- the-land  movement,  at  least  for  a  few  years.  Malenbaura 
stated  the  matter  in  the  following  way: 

'There  is  reason  to  believe  that  agricultural 
populations  tend  to  be  less  mobile  than  other  groups. 

A  larger  proportion  of  those  employed  in  agriculture 
consists  of  entrepreneurs  than  is  true  in  any  other 
field.  If  man  is  not  a  mobile  factor  of  production, 
the  combination  of  labor  plus  its  accumulated  savings 
in  some  entreprise  is  even  less  so.  This  is  especially 
true  when  shifts  require  the  liquidation  of  this 
investment  at  a  considerable  loss,  as  would  usually 
be  the  case  when  adjustments  are  being  made  as  a 
result  of  unfavorable  conditions.  In  large  part,  how¬ 
ever,  this  lack  of  mobility  stems  from  the  entire 
pattern-  and  way  of  life  in  agriculture.  It  arises  from 
wide  religious,  philosophical,  and  social  motives  as 
well  as  economic  ....  f  2/ 


1/  Ibid. ,  p.  28-29. 
2/  Ibid. ,  p.  46. 


So  we  are  back  to  farming  as  a  way  of  life.  This  part  of 
the  argument  runs  as  follows:  during  a  prolonged  period  of  high 
returns  to  the  wheat  enterprise  (good  yields  and  high  prices), 
it  becomes  more  and  more  probable  that  total  world  production 
will  exceed  total  world  effective  demand.  'This  is  what  happened 
following  1926.  Such  an  excess  of  supply  persists  for  a  long 
time  because  the  farm  population  does  not  restrict  production 
in  response  to  adverse  economic  stimuli.  On  the  one  hand  farm 
population  is  comparatively  immobile,  and  on  the  other,  farmers 
do  not  adjust  cultivated  acreage  in  line  with  the  rewards  re¬ 
ceived  in  the  particular  enterprise  involved. 

So  far  we  have  dealt  with  yields  and  values  of  grain  pro¬ 
duction.  Price  changes  would  also  be  reflected  in  the  data 
implicitly.  However,  it  may  help  in  analysing  changes  in  values 
of  grain  production  if  prices  are  introduced  as  separate  data. 
Diagram,  ho.  25  provides  the  relevant  price  series. 

There  was  visible  a  certain  degree  of  correlation  between 
wheat  prices  and  the  price  index  of  exports  of  agricultural  and 
vegetable  products.  Both  series  declined  from  1926  to  1928;  in 
1929  the  price  index,  of  exports  of  this  group  increased  a  little 
and  wheat  prices  increased  substantially •  Later  a  sharp  decline 
occurred  in  both  price  series  which  reached  a  very  low  point  in 
1932.  Recovery  in  1933  was  weak  but  later  progressed  more 
rapidly. 

Prices  of  oats  and  barley  differed  significantly  from  the 
price  index  of  this  group  of  exports  in  the  late  twenties.  The 
price  of  oats  increased  moderately  from  1926  to  1927,  declined 
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in  19-28,  increased  once  more  in  1929  and  later  declined  steeply. 
The  price  of  harley  increased  from  1926  to  1927,  declined  in 
1928,  increased  in  1929  and  then  fell  sharply. 

Early  in  the  thirties  all  prices  were  correlated  with  the 
price  index  of  exports  of  the  whole  group  of  agricultural  and 
vegetable  products.  Prices  of  oats  and  barley  increased  from 
a  low  point  in  1931  to  1932  but  the  increase  was  very  slight,  a 
more  important  difference  occurred  when  the  intensity  of  de¬ 
cline  was  compared.  Prices  of  oats  and  barley  did  not  decline 
so  steeply  as  did  wheat  prices. 

.Summarizing  the  results  one  could  say  that  the  prevalence 
of  agricultural  and  vegetable  products  in  Canadian  exports  was 
a  source  of  weakness  due  to  a  tendency  to  overproduction  and  an 
inability  of  grain  producers  to  adjust  production  to  falling 
prices  and  incomes.  This  was  partially  remedied  by  the  decreased 
importance  of  agricultural  production  in  the  Canadian  economy 
and  in  Canadian  exports.  Vh ether  this  decline  in  importance  is 
yet  sufficiently  large  to  immunize  Canada  from  setbacks  similar 
to  that  suffered  in  the  late  twenties  and  thirties  is  difficult 
to  predict,  but  if  repeated,  their  influence  would  be  limited 
to  a  smaller  sector  of  the  Canadian  economy  and  so  one  can  hope 
that  their  impact  will  prove  less  grave. 
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Chapter  X.  WOOD,  WOODPULP  AND  PAPER. 

Wood,  woodpulp  and  paper  were  second  in  importance  amongst 
exports  of  Canadian  goods#  In  1926-9  they  represented  22.4  per 
cent  of  total  values  of  exports  of  goods,  in  1920-7,  24#9  per 
cent,  and  in  1946-9,  29.8  per  cent.  One  could  say  that  their 
importance  amongst  Canadian  exports  was  increasing  slowly. 

Phis  group  of  goods  was,  for  the  most  part,  exported  to 
the  United  States.  In  the  first  period,  82.9  per  cent  of  total 
values  exported  was  shipped  to  the  United  States,  and  only  6.2 
per  cent  to  the  United  Kingdom.  In  the  second  period,  72.2  per 
cent  was  shipped  to  the  United  States,  and  11.5  per  cent  to  the 
United  Kingdom.  In  the  third  period,  75.2  per  cent  v^as  exported 
to  the  United  States,  and  12.2  per  cent  to  the  United  Kingdom. 

(The  share  destined  for  the  United  States  declined  over  time  but 
still  remained  high.  Meanwhile  proportionately  more  of  these 
products  were  exported  to  the  United  Kingdom  but  the  increase  in 
sales  to  the  United  Kingdom  did  not  offset  the  decline  in  ex¬ 
ports  to  the  United  States  so  that  apparently  other  markets  were 
being  found  for  these  commodities. 

As  exports  to  the  United  States,  this  group  of  products  was 
of  great  importance.  In  the  first  period,  half  of  the  value  of 
Canadian  exports  to  the  United  States  consisted  of  these  products. 
In  the  second  period,  the  figure  was  48.0  per  cent  and  in  the 
third,  52.5  per  cent.  With  half  of  Canadian  exports  to  the  United 

States  comprised  of  wood,  woodpulp  and  paper,  the  export  series  for 
this  group  was  highly  correlated  with  total  exports  to  the  United 
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Amongst  exports  to  the  United  Kingdom,  their  importance  was 
increasing.  In  the  first  period  these  products  represented  only 
4.1  per  cent  of  total  exports  to  the  United  Kingdom}  in  the  se¬ 
cond  period  the  figure  was  8.1  per  cent;  and  in  the  third  period 
19.7  per  cent. 

Values  of  exports  of  wood,  woodpulp  and  paper  were  correlated 
with  values  of  primary  wood  production  in  Canada.  Exports  of 
wood,  woodpulp  and  paper  increased  in  value  from  1926  to  the  fis¬ 
cal  year  1930,  declined  to  the  fiscal  year  1933  and  increased  to 
the  £L  seal  year  1938.  Values  of  primary  wood  production  increased 
to  1929,  declined  to  1932  and  increased  to  1937.  As  the  years  were 
not  comparable,  some  being  fiscal  and  some  calendar,  it  was  im¬ 
possible  to  establish  any  leads  or  lags  between  these  two  series. 

One  could  have  used  net  values  of  forestry  production  1/ 
instead  of  values  of  primary  wood  production,  let  values  of 
forestry  production  appeared  to  parallel  the  values  of  primary 
wood  production.  She  last  series,  however,  was  preferred  as  the 
first  showed  a  shift  from  1938  on  due  to  a  different  method  of 
computation  after  that  year. 

Values  of  primary  wood  operations  consisted  of  values  of  raw 
materials  and  half products  but  exports  of  wood,  woodpulp  and  paper 
contained  also  paper,  a  final  product  which  could  not  be  called 
’primary1.  Despite  such  inclusion  or  exclusion  both  series  ap¬ 
peared  to  be  correlated. 

Values  of  primary  wood  production  and  gross  national  ex- 


1/  Cf.  post  table  41 
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penditure,  reached  their  high  points  in  1929  and  1937  and  a  low 
point  in  1938.  But  primary  wood  production  led  by  one  year  in 
recovery  after  the  decline  in  the  early  thirties.  Diagram  No. 

26  revealed  also  that  values  of  primary  wood  production  fluc¬ 
tuated  more  widely.  Observation  of  postwar  years  confirmed 
this  tendency.  Let  us  examine  the  changes  in  the  1948-9  period. 
This  was  a  period  of  recession  in  the  United  States  and,  although 
the  Canadian  gross  national  expenditure  did  not  decline,  a  lower 
rate  of  increase  was  visible.  Values  of  primary  wood  production 
were  apparently  seriously  affected  and  increased  very  slightly. 

This  greater  volatility  of  values  of  the  output  of  primary 
wood  operations  was  understandable-.  Wood  products  were  exported 
to  a  large  extent  to  the  United  States  and  so  were  very  depen¬ 
dent  on  the  state  of.  American  business  activity.  From  our 
studies  of  Canadian  and  Imeriean  gross  national  expenditure,  it 
was  found  that  Canadian  business  fluctuations  were  character¬ 
istically  not  so  extreme  as  were  those  observed  in  the  United 
States. 

Diagram  Eo.  26  charts  changes  in  new  Investment  in  physical 
durable  assets  in  primary  wood  operations.  This  investment 
appeared  to  be  correlated  with  values  of  primary  wood  production 
except  for*  some  small  disturbances  such  as  the  small  decline  in 
investment  in  1929.  This  could  be  explained  by  the  steep  decline 
in  prices  of  newsprint  in  the  United  States  in  1928.  Expectations 
of  continued  price  declines  could  have  been  responsible  for  a  re¬ 
duction  in  Canadian  investment  in  the  forestry  industry. 
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A  closer  examination  of  exports,  production  and  investment 
did  not  reveal  any  visible  lags  and  leads®  If  there  were  any 
they  must  have  been  rather  short  and,  therefore,  hidden  in  our 
yearly  data.  One  might  have  expected  this  on  the  grounds  that 
Canadian  wood  operators  often  were  only  branches  of  American 
firms.  Frequently  United  states  interests  were  represented 
directly  on  the  Boards  of  Canadian  companies.  Even  fully  in¬ 
dependent  Canadian  companies  often  relied  on  American  financial 
help  or  were  exporters  to  the  United  states.  Canadian  wood 
operators  had  to  observe  the  American  market  closely  in  order  to 
adjust  their  activities  to  prospective  sales  in  the  American 
market.  Any  substantial  lag  in  adjustments  would  have  been 
disastrous  for  them. 

For  a  more  detailed  study  of  changes  along  these  lines, 
three  goods  were  chosen  as  representative  of  our  series:  pulpwood, 
woodpulp  and  newsprint.  These  goods  were  also  related  closely, 
the  latter  being  a  product  of  the  others. 

Bata  with  regard  to  quantitative  changes  in  the  volumes  of 
production  of  these  goods  and  the  whole  group  of  exports  did  not 
present  any  consistent  pattern.  The  index  of  physical  volumes 
exported  is  given  in  Diagram  Ik.  15.  According  to  this  diagram, 
the  volume  of  exports  increased  to  1930  and  declined  to  1932; 
after  an  increase  in  1934  a  period  of  stagnation  in  exports  oc¬ 
curred  with  a  hew  increase  beginning  in  1936.  Despite  this 
rising  trend  total  v  okras  of  exports  in  1937  and  1938  did  not  re¬ 
cover  the  position  it  had  attained  in  1929  or  1930.  Quantities 
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of  representative  goods  produced  in  Canada  suggested  a  different 
picture,  however.  Our  representative  goods  reached  their  highest 
levels  in  1929  and  1927  and  lowest  point  in  1932  and  1933. 

Their  general  trend  was  upwards.  This  would  suggest  that  increa¬ 
sing  amounts  of  these  goods  must  have  been  retained  in  Canada. 

Values  of  our  representative  wood  products  produced,  as 
illustrated  in  Diagram  No.  2^  did  not  parallel  each  other  as  did 
the  changes  in  volume.  There  were,  however £  few  exceptions  up 
to  1938.  'Jood^pulp  values  declined  from  1926  to  1927  when  the 
other  two  commodities  increased  in  values  produced.  Moreover, 
there  was  no  clearly  defined  trough  for  the  woodpulp  series  at 
the  end  of  the  decline  in  the  early  thirties.  Values  of  woodpulp 
in  1932  and  1923  were  equal.  ..'ith  these  two  exceptions  all  three 
series  could  be  considered  parallel  before  the  second  world  war. 

This  relation  was  changed  during  and  after  the  second  world 
war.  Values  no  longer  changed  in  the  same  degree  as  did  the  vol¬ 
umes;  this,  of  course,  was  due  to  changes  in  prices;  and  these  are 
to  be  examined  more  closely.  Our  data  consisted  of  two  price  in¬ 
dexes:  that  for  woodpulp,  for  newsprint,  as  well  as  a  series 
for  the  average  value  per  cord  of  pulpwood •  To  make  these 
series  comparable  they  were  plotted  in  Diagram  ho.  29  on  semi- 

i 

1  logarithmic  graph. 

Let  us  first  examine  the  price  index  of  the  whole  group  of 
:  exports  reproduced  previously  in  Diagram  No.  19.  This  price  in- 
|  dex  was  closely  correlated  with  price  changes  in  newsprint.  There 

|  was  a  small  decline  in  the  price  index  of  exports  from  1926  to 
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1928  matched  by  a  small  decline  in  the  price  index  of  newsprint. 
From  1928  the  decline  became  steep  in  both  series  and  a  low  point 
was  reached  in  1933  in  the  price  index  of  this  group  of  exports 
and  in  1934  and  1935  in  the  price  index  of  newsprint.  This  late 
recovery  in  prices  end  lag  between  them  suggested  that  internal 
prices  were  adjusting  themselves  to  export  prices  and  not  vice 
versa. 

A  quotation  from  E«  Marcus  is  relevant  here  1/: 

*  Then  in  March  1933,  the  American  recovery  began 
•  •  o  only  newsprint  exports  lagged  because  American 
newspaper  advertising,  and  thus  newsprint  consumption, 
lagged  until  the  last  quarter  of  the  year. 1 

After  this  late  start  the  recovery  proceeded  slowly.  Price 
increases  for  the  wood  products  group  of  exports  were  lo?;est  when 
compared  with  the  two  remaining  groups  of  Canadian  exports.  To 
a  certain  degree  this  reflected  slower  recovery  in  general  busi¬ 
ness  activity  in  the  United  States  compared  with  that  of  other 
countries.  When  in  1938  most  other  prices  dipped  once  more,  the 
price  index  of  this  group  of  exports  was  so  low  that  it  did  not 
follow  suit.  The  price  index  of  exports  of  v^ood,  woodpulp  and 
paper  rose  from  1937  to  1938  as  did  the  price  index  of  newsprint 
though  the  increase  was  rather  slight.  As  we  saw  the  correlation 
of  export  prices  and  prices  of  newsprint  was  quite  good. 

The  average  value  per  cord  of  pulpwood  paralleled  closely 
the  price  index  of  newsprint.  These  curves  correspond  to  each 
other  with  a  few  exceptions.  Pulpwood  prices  did  not  show  any 


1/  Ibid.,  p.  573-580 
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dip  after  1928  but  rather  following  1929.  Also  the  increase  in 
prices  after  the  war  appeared  to  be  steeper. 

The  price  index  of  ground  woodpulp  revealed  more  independence. 
It  declined  from  1926  to  1928,  increased  to  1930  and  found  its 
lowest  level  in  1935.  Another  high  point  occurred  in  1937  and  a 
low  point  in  1938.  The  price  increases  after  the  war  we re  also 
steeper  than  those  of  newsprint. 

The  dip  in  prices  of  newsprint  and  exports  of  this  group 
of  goods  following  1928  is  worthy  of  additional  comment.  The 
decline  led  the  gross  national  expenditure  in  its  upturn  by  one 
year.  According  to  S.  Marcus  1/  the  most  important  reason  for  it 
was  an  overcapacity  of  Canadian  mills  resulting  from  a  shift  in- 
usage  of  these  products  in  the  United  States  markets*  From  1926 
to  1928,  American  consumers  were  shifting  from  ground  to  chem¬ 
ically  prepared  woodpulp.  With  respect  to  the  first  product, 
United  States  producers  had  no  protection,  and  Canada  supplied 
about  90  per  cent  of  the  demand.  In  the  second  instance,  a 
United  States  tariff  existed  and  Canada  supplied  only  about  30 
per  cent  of  the  demand.  This  shift  in  American  demand  caused 
overcapacity  in  Canada  and  when  a  price  war  broke  out  in  1928 
between  International  Paper  and  Hearst,  prices  declined  steeply. 
Following  this  decline  shares  of  Canadian  lumber  companies  drop¬ 
ped  40  per  cent  in  value  when  other  shares  increased  on  an 
average  about  30  per  cent.  Then  in  1929  the  general  decline 
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oceurred. 

This  price  decline  in  1928  resembled  the  price  declines 
that  occurred  in  wheat  well  before  1929.  Here  and  there  over¬ 
production  was  blamed  for  price  declines.  The  excess  production 
of  wheat  was  not  remedied  by  cuts  in  the  area  sown  and  this' 
aggravated  the  situation  by  depressing  prices.  Prices  of  news¬ 
print  and  other  woodproducts  were  sustained  by  cuts  in  produc¬ 
tion  and,  therefore,  the  decline  in  price  was  not  so  severe  as 
was  that  in  -wheat  prices.  Prices  remained  at  this  low  level 
for  the  next  few  years  and  this  time  the  weakness  of  American 
recovery  during  the  thirties  was  apparently  the  cause. 

One  could  also  expect  that  the  longer  good  prices  for  wheat 
lasted,  the  more  probable  it  became  that  excess  supplies  of  wheat 
would  be  produced  and  once  this  happened  the  excessive  production 
would  continue  and  depress  prices  and  farm  incomes.  Overcapacity 
in  lumbering  was  not  so  predictable  1/,  and  depressed  conditions 
of  the  thirties  were  not  due  to  oversupply  in  Canada.  In  any 
event,  although  for  different  reasons,  both  lines  of  Canadian  ex¬ 
ports  suffered  greatly. 

When  the  1937-8  recession  appeared,  prices  of  woodpulp 
suffered  a  decline  and  this  could  also  be  linked  with  changes  in 
.the  American  market.  E.  Marcus  2/  is  again  quoted  here: 

TMeanwhile,  in  the  United  States,  perhaps  as  an 
advance  sign  of  recession,  newspaper  advertising  ceased 
to  gain  at  the  beginning  of  1937.  American  newsprint 


1/  In  1928  it  was  due  to  shifts  in  the  American  demand. 
2/  Ibid. ,  p.  581. 
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production  also  stopped  increasing#  Hence  by  the 
early  Spring  of  that  year  Canadian  woodpulp  exports 
to  the  United  States  were  losing  momentum,  as  had 
also  occurred  eight  years  before* 1 

The  great  dependence  of  exports  of  this  group  of  goods  on 
the  American  market  renders  this  industry  highly  vulnerable 
during  any  recession  or  depression  in  the  United  States.  On  the 
other  hand,  during  expansion  the  American  market  gives  rise  to  a 
high  level  of  demand,  and  with  it  production  in  Canada  may  be 
greatly  stimulated.  The  American  economy  showed  larger  swings 
in  the  business  fluctuations  considered  here  than  did  the  Cana¬ 
dian  economy#  Through  larger  swings  in  wood  products  utiliza¬ 
tion,  the  American  economic  volatility  was  spilling  into  Canada 
and  increasing  the  Canadian  swings  as  well#  Wood,  woodpulp 
and  paper  exports  wrere  one  of  the  carriers  of  the  mere  extreme 
American  business  wave  into  Canada# 
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Chapter  XL.  KOUFERRQUS  METALS 

The  third  group  considered  was  values  of  Canadian  exports 
of  nonferrous  metals.  These  values  represented  7  per  cent  of 
total  exports  in  the  period  from  1926  to  1929,  16.6  per  cent  in 
the  period  from  1930  to  1937,  and  12.1  per  cent  in  the  period 
from  1946  to  1947. 

The  decline  in  importance  of  these  exports  after  the  war 
to  12.1  per  cent  should  be  considered  as  temporary  only.  Min¬ 
ing  production  depends  largely  on  the  amount  of  previous  in¬ 
vestment,  and  we  know  that  the  flow  of  new  investment  in  min¬ 
ing  during  the  second  world  war  was  inadequate  to  maintain  the 
level  reached  in  the  prewar  period.  In  addition,  a  substan¬ 
tial  length  of  time  is  required  before  new  investment  in  mining 
results  in  increases  in  mineral  production.  Although  the  post¬ 
war.  rate  of  new  investment  in  mining  was  large,  the  three  year 
postwar  period  for  which  data  are  available  is  too  short  a 
period  to  reveal  the  exact  amount  of  mineral  production  that 
would  be  forthcoming  from  the  new  level  of  investment.  One  can 
expect  then  that  export  statistics  after  1949  would  show  sub¬ 
stantial  Increases  in  production  and  exports  of  nonferrous 
metals  over  the  values  given  for  the  period  from  1946  to  1949. 

In  the  first  period  from  1926  to  1929,  about  49.3  per  cent 
of  total  values  of  exports  of  nonferrous  metals  were  directed 
to  the  United  Kingdom.  In  the  second  period,  from  1930  to  1937, 
50.5  per  cent  of  these  exports  were  shipped  to  the  United  States 
and  28.2  per  cent  to  the  United  Kingdom.  In  the  postwar  period 
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frorn  1946  to  1949,  40.2  per  cent  by  value  of  these  exports  were 
directed  to  the  United  States  and  35. 4  per  cent  to  the  United 
Kingdom.  These  changes  in  percentages  reveal  that  the  share  of 
the  United  Kingdom  in  these  exports  was  increasing  steadily 
while  that  of  the  United  States  was  fluctuating  up  and  down. 

Values  of  exports  of  no nf errous  metals  represented  9.5  per 
cent  of  total  values  of  Canadian  exports  to  the  United  States 
in  the  late  twenties,  21*0  .ant  in  the  thirties,  and  10.7 

per  cent  after  the  war.  Similar  percentages  of  values  of  Cana¬ 
dian  exports  of  nonf errous  metals  to  the  United  Kingdom  were 
5.5  per  cent  of  total  Canadian  exports  to  the  United  Kingdom 
in  the  late  twenties,  13.3  per  cent  in  the  thirties,  and  16.8 
per  cent  after  the  war. 

Total  value  of  mining  production,  (which  includes  iron  ore 
and  nonmetallie  minerals  which  do  not  come  under  the  heading  of 
nonf errous  metals),  gross  national  expenditure  and  new  invest¬ 
ment  in  durable  physical  assets  in  primary  mining  were  plotted 

up 

in  Diagram  Ho.  30.  The  diagram  indicates  that  values  of  Cana¬ 
dian  mineral  production  increased  substantially  from  1926  to 
1929,  and  then  declined  abruptly  to  1932  and  increased  to  1937. 
From  1937  to  1938  the  decline  in  the  value  of  mineral  produc¬ 
tion  was  slight*  After  the  war  this  production  increased  sub¬ 
stantially. 

If  changes  in  mineral  production  and  gross  national,  pro¬ 
duct  are  compared,  striking  differences  around  the  turning 

points  are  visible.  Changes  in  national  product  were  not  so 
abrupt.  Also  the  mining  production  led  by  one  year  in  recovery 
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from -the  decline  of  the  early  thirties.  This  last  difference 
suggests  that  changes  in  mineral  production  resembled  changes  in 
values  of  exports  of . nonferrous  .ietals.  If  so  then  the  earlier 
recovery  in  exports  and  the  recovery  in  mineral  production  which 
followed  must  have  helped  the  Canadian  econoray  to  overcome  the 
decline  in  national  income  during  the  early  thirties. 

Hew  investment  in  durable  physical  assets  in  primary  mining 
increased  slightly  from  1926  to  1927  and  then  considerably  to 
1929.  The  decline  in  this  investment  from  1929  to  19 SO  was  sligh 
as  if  this  investment  lagged  behind  changes  in  gross  national 
expenditure,  but  the  decline  after  1920  was  severe  and  a  very  low 
level  was  reached  in  1922.  From  1922  on  investment  in  this 
field  was  increasing  once  more  and  in  1925  reached  nearly  the 
level  of  1928.  Hew  investment  in  primary  mining  levelled  off 
after  1925  till  1942.  This  was  unusual  as  gross  national  ex¬ 
penditure  and  the  value  of  mineral  production  was  increasing  up 
to  1927  and  suffered  only,  a  slight  decline  in  1928. 

It  was  difficult  to  choose  representative  goods  amongst 
the  nonferrous  metals  group.  Hone  of.  them  had  the  importance  of 
wheat  amongst  vegetable  products,  or  woodpulp,  pulpwood  and 
paper  amongst  wood  products.  Perhaps  the  most  representative 
items  are  copper,  lead  and  zinc.  Their  prices  resembled  to  a 
certain  extent  the  price  index  of  exports  of  nonferrous  metals, 
and  values  of  their  production  were  comparatively  large  if  com¬ 
pared  with  many  other  nonferrous  metals.  There  were,  however, 
other  metals  with  comparatively  large  values  of  production  also 
but  their  prices  resembled  only slightly  the  price  index  of  ex- 
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ports  of  nonferrous  metals.  Nickel  was  a  case  in  point.  The 
price  of  nickel  was  very  stable  before  the  second  world  war. 
Perhaps  this  was  due  to  the  nearly  monopolistic  situation 
Canada  enjoyed  in  its  production.  Values  of  gold  production 
were  also  comparatively  large  and  gold  prices  were  either 
stable  or  increasing.  Silver  was  added  to  the  group  of  rep¬ 
resentative  nonferrous  metals,  because  its  prices  changed  in  a 
peculiar  manner,  although  the  values  of  silver  production  were 
not  large.  Reference  will  .be  made  later  to  the  unique  price 
situation  with  respect  to  silver. 

Let  us  examine  the  volumes  produced.  Diagram  No.  SI  re¬ 
cords  changes  in  the  volumes  of  our  representative  nonferrous 

.•p  ' 

metals.  Zinc  production  reached  a  high  level  in  the  1928-20 
period,  then  declined  to  a  lower  level  in  the  1931-2  period. 
Production  increased  after  1922  to  a  level  higher  than  that  of 
1928-30.  There  was  no  decline  in  volume  .produced  in  1938. 

None  of  these  changes  in  volume  ?;as  very  great. 

Changes  in  volume  of  production  of  lead  and  copper  re¬ 
sembled  each  other.  The  volumes  increased  till  1930,  declined 
up  to  1932  and  increased  later  with  no  decline  visible  in  1938. 
Volumes  of  nickel  production  increased  from  1926  to  1929,  declined 
steeply  to  1932  and  increased  to  1937.  A  moderate  decline  oc¬ 
curred  in  1938-.  Changes  in  the  volumes  of  nickel  produced  were 
comparatively  the  largest.  This  could  be  linked  with  the  stable 
price  which  nickel  enjoyed  during  the  prewar  period.  Y/ith 
stable  prices  volumes  fluctuated  more  widely.  Fluctuating 
prices  usually  indicated  more  stable  volumes,  and  all 
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of  the  nonferrous  metals  other  than  nickel  and  gold  came  under 
this  category. 

Volumes  of  production  of  silver  did  not  change  much  from 
1926  to  1929  and  a  peak  in  production  occurred  in  1920.  Later 
the  volume  declined  to  1923,  increased  to  1927,  and  levelled 
off  at  the  end  of  the  thirties.  Volumes  of  gold  production 
were  quite  stable  from  1926  to  1929  and  then  increased  up  to 
1932.  From  1934  on  volumes  of  gold  production  were  increasing 
once  more. 

By  the  end  of  the  war  volumes  of  production  of  all  non- 
ferrous  metals  declined  hut  since  the  end  of  the  war  their  pro¬ 
duction  has  once  more  increased. 

Values  of  production  of  our  representative  nonferrous 
metals  were  fluctuating  in  a  more  complicated  pattern  as  can  he 
seen  in  Diagram  Ho.  32.  Values  of  gold  production  increased 
slightly  from  1926  to  1929  and  then  increased  steeply.  Due  to 
devaluations  of  many  currencies  in  the  thirties  part  of  this  in¬ 
crease  was  due  to  increased  prices  of  gold.  Values  of  nonmone¬ 
tary  gold  exports  resembled  values  of  gold  production  with 
minor  differences.  Values  of  exports  of  gold  increased  from 
1926  to  1928,  declined  slightly  from  1928  to  1930,  then  in¬ 
creased  steeply  to  1934  and  from,  then  on  continued  increasing 
though  at  a  lesser  rate.  Ho  decline  in  values  of  gold  produced 
occurred  in  1938. 

Values  of  zinc  and  lead  production  resembled  each  other 
though  changes  in  volumes  did  not.  This  resemblance,  therefore, 
must  have  been  due  to  changes  in  prices.  Values  of  production  of 
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both  goods  declined  slightly  from  1926  to  1928,  increased 
slightly  in  1929  and  then  declined  to  1932.  The  following  re¬ 
covery  was  considerable  and  a  peak  was  reached  in  1937.  From 
then  on  the  value  of  zinc  production  declined  in  1938  but  that 
of  lead  declined  in  1938  and  in  1939. 

Changes  in  the  values  of  production  of  copper  resembled 
those  of  zinc  and  lead,  except  that  the  value  of  copper  pro¬ 
duction  declined  only  from  1926  to  1927  and  then  increased 
steeply  to  1929.  A  decline  in  the  value  of  copper  production 
to  1932,  an  increase  to  1937  and  another  decline  in  1938  re¬ 
sembled  changes  in  values  of  production  of  zinc. 

Changes  in  the  values  of  production  of  nickel  resembled 
those  of  copper.  This  time,  changes  at  the  end  of  the  thirties 
were  exceptional.  Values  of  nickel  production  declined  in  1938 
and  in  1939  and  those  of  copper  only  in  1938.  Also  the  ampli¬ 
tude  of  changes  was  comparatively  similar  though  volumes  of 
nickel  were  highly  volatile. 

Values  of  production  of  silver  declined  slightly  from  1926 
to  1929,  then  declined  sharply  to  1931,  and  less  sharply  to 
1933.  After  1933  the  value  of  production  of  silver  increased 
considerably  to  a  peak  in  1935  and  fluctuated  thereafter. 

Diagram  No.  33  charts  changes  in  prices  or  in  price  indexes 
of  our  representative  nonferrous  metals.  Prices  of  nickel  were 
very  stable  for  the  whole  prewar  period.  The  price  of  silver 
changed  peculiarly.  It  declined  from  1926  to  level  off  in  1927 

and  1928;  another  slight  decline  occurred  in  1929,  and  then 
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prices  of  silver  declined  sharply.  So  far  changes  in  prices 
of  silver  resemble  those  of  many  other  nonf err ous  metals.  The 
price  of  silver  was  lowest  in  1931  and  then  increased  sharply 
to  1935.  The  high  level  of  silver  prices  subsequent  to  1931. 
was  due  to  the  intervention  of  the  United  States  government 
which  set  an  artificially  high  price  at  which  silver  was  bought 
for  monetary  use.  After  1935  the  price  of  silver  declined 
sharply  and  levelled  off  in  1937  and  1938. 

Changes  in  price  indexes  of  copper,  lead  and  zinc  re¬ 
sembled  to  a  certain  degree  those  of  the  price  index  for  ex¬ 
ports  of  nonferrous  metals.  Price  indexes  of  these  three 
metals  declined  from.  1926.  The  index  for  zinc  nearly  levelled 
off  in  1929  and  continued  to  decline  sharply  to  1931  and 
slightly  in  1932.  The  index  for  lead  declined  to  1928,  in¬ 
creased  slightly  in  1929,  and  declined  to  1932.  The  index  for 
copper  declined  from  1926  to  1927,  then  increased  steeply  to  1929 
and  later  declined  steeply  to  1933.  Uew  sharp  increases  oc¬ 
curred  from  1934  in  .lead  prices,  from  1935  in  copper  prices  and 
from  1936  in  zinc  prices,  and  this  upward  movement  of  prices 
cane  to  an  end  in  1937.  A  new  decline  in  these  prices  occurred 
in  1938. 

The  above  price  changes  could  be  compared  with  changes  in 
the  price  index  of  exports  of  nonferrous  metals.  This  price 
index  declined  from  1926  to  1928,  levelled  off  in  1929  and  de¬ 
clined  to  1932.  The  subsequent  recovery  was  rather  slow  and 
showed  short  term  fluctuations.  The  price  index  increased 
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steeply  in  1937  and  declined  in  1938# 

The  study  of  prices,  volumes  and  values  of  our  represen¬ 
tative  nonferrous  metals  did  not  lead  to  clear  cut  answers. 

The  selected  products  were  only  very  imperfectly  representative, 
with  the  exception  perhaps  of  lead,  zinc  and  copper. 

High  prices  of  nonferrous  metals  prevailed  in  1926  and  then 
declined.  Despite  this  decline  in  prices,  volumes  and  values  pro¬ 
duced  and  exported  soon  started  to  increase  and  in  1929  prices 
of  certain  nonferrous  metals  also  increased,  .ihen  the  decline  in 
national  incomes  occurred  in  Canada,  in  the  United  States,  and 
in  the  United  Kingdom  in  1929,  nonferrous  metals  suffered  im¬ 
mediately  severe  price  declines  hut  some  of  the  volumes  produced 
and  exported  increased  even  in  1930.  Production  had  to  he  cut 
later  because  exports  started  to  decline.  When,  however,  the 
British  economy  ceased  to  contract  in  1932,  imports  from  Canada 
increased.  Canadian  production  of  nonferrous  metals  followed 
this  lead  and  volumes  and  values  of  mineral  production  in  Canada 
started  to  expand  leading  the  recovery  in  Canadian  gross  nation¬ 
al  expenditure  by  one  year. 

\ftien  the  American  economy  started  to  expand  in  1933  Cana¬ 
dian  exports  of  nonferrous  metals  continued  to  increase  in 
volume  and  value.  The  volume  exported  had  by  1937  cached 
double  that  of  1926.  Prices,  however,  were  weak  all  the  time 
and  increased  hiesitantly  and  slowly  until  1936.  The  steep  in¬ 
crease  in  prices  in  1937  was  a  temporary  phenomenon  only  and 

the  decline  in  193S  negated  the  gains  of  1937.  But  volumes 
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and  values  of  production  and  exports  of  most  of  the  nonferrous 
metals  did  not  decline  in  1938  and  hence  were  a  source  of 
strength  for  the  Canadian  economy  in  that  year.  Perhaps  the 
rearmament  programs  exercised  their  influence  by  keeping  values 
and  volumes  produced  and  exported  at  a  high  level. 


Chapter  XII.  CONCLUSION 


Some  theories  of  business  cycles  assume  that  aggregate 
economic  fluctuations  arise  from  fluctuations  in  investment* 

In  an  open  economy  like  Canada  such  investment  must  be 
broadly  defined  to  include  not  only  gross  domestic  investment 
but  also  external  investment  represented  by  the  balance  of 
trade*  The  sum  of  these  two  series  is  called  gross  total 
investment*  In  the  following  table,  changes  in  gross  national 
expenditure  in  Canada  will  be  compared  with  gross  total 
investment  and  two  of  its  components,  viz.,  gross  domestic 
investment  and  the  balance  of  trade*  This  last  series  in 
turn  will  be  subdivided  into  two  subcomponents,  viz*,  exports 
and  imports. 


TABLE 

Exports,  Imports,  the  Balance  of  Trade,  Cross  Domestic 
Investment,  Gross  Total  Investment  and  Gross  National 
Expenditure,  Canada,  1936-1938.  In  Millions  of  Current 
Dollars.  1/ 


1 

Year 

2 

Exports 

3 

Imports 

4 

Bal.  of 
Trade 
( 2-3) 

5 

Gr.  Dorn. 
Investm. 

6 

Gr.  Tot. 
Inve  stm. 
(4+5) 

7 

Gr.  Nat. 
Expenit. 

1926 

1650 

1522 

4128 

897 

1025 

5294 

1927 

1618 

1629 

-  11 

1167 

1156 

5647 

1928 

1773 

1808 

-  35 

1293 

1258 

6105 

1929 

1632 

1945 

-313 

1391 

1078 

6166 

1/  Cf.  post  tables  1,  8,  12  &  13. 


.  0 


: 


u' 


. 


-113- 


Year 

Expo  rt  s 

Imports  Bal*  of  Cr*  Dom*  Gr.Tot. 

Trade  Investm.  Investm 

Gr.  Nat. 

•  Expend!  t. 

1930 

1286 

1625 

-339 

900 

561 

5546 

1931 

967 

1142 

-175 

403 

228 

4560 

1932 

804 

901 

fc-  97 

146 

49 

3767 

1933 

826 

828 

-  2 

157 

155 

3552 

1934 

1018 

948 

+  70 

376 

446 

4034 

1935 

1143 

1017 

4126 

425 

551 

4345 

1936 

1428 

1183 

+  245 

519 

754 

4701 

1937 

1591 

1409 

+182 

741 

923 

5355 

1938 

1356 

1257 

+  99 

595 

694 

5233 

According 

to  our  data  changes  in 

gross  total 

investment 

led  changes  in  gross  national  expenditure  twice  (  in  1928  and 
in  1932  )  but  no  such  lead  occurred  in  1938  when  both  series 
showed  a  decline*  These  leads  support  the  theory  that 
economic  fluctuations  in  Canada  may  have  arisen  from  fluctua¬ 
tions  in  gross  total  investment*  The  question  still  remains 
as  to  the  underlying  causes  of  fluctuations  in  investment 
activity. 

Of  the  two  components  of  gross  total  investment,  changes 
in  gross  domestic  investment  were  less  active  since  in  data 
made  of  yearly  aggregates  they  led  changes  in  gross  national 
expenditure  only  once,  i*e.,  in  1932*  Changes  in  the  balance 
of  trade  led  those  of  gross  national  expenditure  always,  i*e*, 
three  times  and  occurred  earlier  than  those  in  the  gross 
total  investment*  For  this  reason,  swings  in  the  balance  of 
trade  were  considered  to  be  a  highly  important  determinant  of 


economic  activity  in  Canada 
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An  inquiry  into  the  composition  of  the  balance  of  trade 
revealed  that  changes  in  imports  resembled  those  of  gross 
national  expenditure.  Changes  in  exports,  however,  led  changes 
in  gross  national  expenditure,  although  lagging  always  behind 
changes  in  the  balance  of  trade.  In  Part  II  of  this  study 
changes  in  the  balance  of  trade  and  in  exports  in  Canada  were 
our  chief  concern. 

The  Canadian  balance  of  trade  changed  its  direction  in 
1926  and  exports  in  1928,  leading  the  change  in  gross  national 
expenditure  which  turned  down  in  1929.  A  similar  lead  was 
shown  in  the  following  upswing  process.  The  balance  of  trade 
changed  its  direction  in  1930,  exports  in  1932  and  gross 
national  expenditure  in  1933.  Later  the  Canadian  balance  of 
trade  turned  downwards  from  1936  but  exports  and  imports  and 
gross  national  expenditure  continued  to  increase  until  1938. 

Whenever  exports  showed  a  lead,  contractionary  or 
expansionary  impulses  originating  abroad  were  spread  into 
Canada.  Whenever  changes  in  the  balance  of  trade,  alone,  but 
not  changes  in  exports,  led  changes  in  gross  national  expendi¬ 
ture,  it  was  the  relative  change  between  Canadian  exports  and 
imports  that  caused  the  balance  of  trade  to  change  its  direc¬ 
tion;  and  such  relative  changes  could  have  originated  either 
in  Canada  or  abroad.  Consequently  changes  in  the  balance  of 
trade  in  1926  and  in  1930  were  apparently  due  to  impulses 
originating  abroad.  Changes  in  1936  need  further  inquiry. 

The  question  as  to  why  changes  in  the  balance  of  trade 
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always  led  changes  in  gross  national  expenditure  is  not 
easily  answered.  The  composition  of  Canadian  exports  and 
imports  may  have  played  an  important  role  in  registering 
different  patterns  of  change.  Canadian  exports  consisted 
mostly  of  raw  materials  and  partly  manufactured  goods,  and 
imports  mostly  of  fully  manufactured  goods.  Due  to  this 
difference  in  composition,  changes  in  exports  reflected  to  a 
degree,  the  state  of  foreign  demand  for  Canadian  raw  materials 
and  partly  manufactured  goods  and  changes  in  imports  reflected 
the  state  of  Canadian  demand  for  foreign  fully  manufactured 
products.  The  difference  in  the  degree  of  fabrication  of 
these  goods  may  offer  an  explanation.  ¥i/henever  economic 
activity  slackens  in  its  rate  of  growth,  the  first  products 
affected  will  be  goods  in  process,  i.e.,  raw  materials  and 
half  products.  The  decline  in  the  rate  of  growth  may  bring 
about  a  decline  in  the  demand  for  some  raw  materials  and  half 
products  first  and  in  fully  manufactured  products  somewhat 
later.  As  Canadian  exports  contained  mostly  the  first  kind 
of  goods  and  Canadian  imports  mostly  the  second,  the  tendency 
for  changes  in  Canadian  exports  to  lead  changes  in  Canadian 
imports  had  to  be  expected.  The  balance  of  trade  being  the 
difference  between  exports  and  imports  was  a  sensitive  indi¬ 
cator  of  changes  in  economic  activity  abroad  and  at  home.  This 
may  also  explain  the  early  lead  shown  by  the  Canadian  balance 
of  trade  when  compared  with  Canadian  gross  national  expenditure. 

In  times  of  declining  economic  activity  abroad  the  tendency 
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for  the  balance  of  trade  and  exports  to  lead  should  also  be 
recognizable.  Whenever  economic  activity  abroad  levels  off 
from  a  decline  raw  materials  and  half  products,  as  the  goods 
furthest  removed  from  final  use  in  consumption  or  investment, 
should  be  affected  first  and  so  an  upturn  in  the  balance  of 
trade  may  occur,  followed  eventually  by  a  similar  upturn  in 
imports  first,  then  in  exports*  In  summary,  the  composition 
of  Canadian  exports  and  imports  offered  a  general  explanation 
why  the  Canadian  balance  of  trade  always  and  Canadian  exports 
often  led  Canadian  gross  national  expenditure  in  its  turning 
points*  A  closer  study  revealed,  however,  that  this  was  not 
the  only  tendency  affecting  the  Canadian  balance  of  trade  in 
the  late  twenties  and  the  thirties* 

During  the  late  twenties  price  changes  of  Canadian  ex¬ 
ports  played  an  important  role  also*  These  prices  were  ex¬ 
tremely  advantageous  for  Canada  in  19£6*  Later  during  this 
sub  period  they  declined  to  become  more  in  line  with  the 
domestic  price  level.  In  the  case  of  exports  of  nonferrous 
metals,  even  declining  prices  appeared  advantageous  for  a  time, 
and  total  values  of  these  products  produced  and  exported  con¬ 
tinued  to  increase* 

During  the  late  twenties  the  value  of  exports  to  the 
United  Kingdom  was  also  declining  absolutely  and  also  as  a 
percentage  of  total  exports,  although  total  exports  were  at  the 
same  time  increasing,  and  as  were  exports  to  the  United  States. 
Accordingly  Canadian  trade  was  adjusting  to  a  different  geo- 
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graphic  pattern.  Such  an  adjustment  could  have  been  a  very 
painful  experience  with  serious  adverse  effects  on  the 
Canadian  national  income,  but  in  this  case  Canada’s  gross 
national  expenditure  expanded.  The  peculiarly  advantageous 
price  structure  of  exports  in  the  late  twenties  offers  one 
possible  explanation  of  this  rapid  economic  development 
during  a  time  of  adjustment. 

Another  possible  and  perhaps  more  comprehensive  explana¬ 
tion  may  be  based  on  the  differences  existing  between  the 
American  and  British  economies  at  that  time.  During  the 
twenties  the  British  economy  progressed  slowly  and  in  the  late 
twenties  became  stagnant  at  a  level  of  activity  of  less  than 
full  employment.  The  close  links  between  the  Canadian  and 
British  economies  in  the  early  twenties  maintained  the  Canadian 
economy  in  line  with  the  rather  low  rate  of  expansion  in  Britain. 
The  U*S*  economy,  however,  expanded  rapidly  as  did  U.S*  trade 
with  Canada*  Such  rapid  growth  in  the  United  States  required 
a  supply  of  raw  materials  and  partly  manufactured  goods  larger 
than  the  United  States  was  able  to  produce.  This  might  ex¬ 
plain  both  the  steady  increase  in  Canadian  exports  to  the 
United  States  and  the  extremely  advantageous  price  structure 
of  exports  in  1926  and  following.  It  was  the  adjustment  from 
trade  with  a  stagnant  economy  to  trade  with  an  expanding  economy 
that  benefitted  Canada  so  much.  Advantageous  prices  were  only 


one  of  the  results  of  such  an  adjustment 
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A  study  of  certain  export  goods  also  indicated  the 
importance  to  the  Canadian  economy  of  the  decline  in  demand 
for  exports.  The  decline  in  prices  and  values  of  exports 
of  agricultural  and  vegetable  products  in  the  late  twenties 
is  the  best  example.  These  exports  were  made  up  to  a  large 
extent  of  wheat  and  flour.  It  was  found  that  grain  production 
and  especially  that  of  wheat  was  likely  to  increase  the  longer 
the  period  of  economic  expansion  continued.  In  the  case  of 
grains,  a  conscious  adjustment  to  a  declining  demand  can  be 
made  only  through  cuts  in  the  area  sown.  It  is,  however,  very 
unlikely  that  farmers  will  decrease  this  area  voluntarily  even 
under  the  impact  of  very  low  prices  and  returns.  A  prolonged 
period  of  low  farm  income  and  prices  will  therefore  result. 

And  this  is  exactly  what  happened  in  the  late  twenties  when 
prices  first,  and  farm  income  later  declined.  Even  when  in 
the  middle  of  the  thirties  a  new  expansion  of  economic  activity 
began,  prices  remained  extremely  low  and  increased  only  at 
the  end  of  the  period.  Similarly  high  stocks  of  unsold  grain 
accumulated  even  towards  the  end  of  the  thirties.  Such  a 
coincidence  of  high  stocks  and  low  prices  at  a  time  when 
economic  expansion  comes  to  an  end  is  significant. 

In  the  case  of  grain  this  was  due  to  more  than  one  factor. 
There  was  a  long  term  trend  visible  in  grain  production  and 
exports  indicating  a  decline  in  importance  for  the  Canadian 
economy.  A  decline  in  the  demand  for  goods  in  process  at  the 
end  of  economic  expansion  had  to  be  expected.  Moreover, 
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farmers  were  unable  to  adjust  their  production  to  the  long¬ 
term  decline  in  importance  of  wheat  in  the  Canadian  economy. 

All  these  factors  together  must  have  accentuated  the  decline 
in  price  and  increase  in  stocks. 

Exports  of  wood  products  were  also  a  good  example  of 
declining  demand  for  raw  materials  and  half  products  towards 
the  end  of  the  expansion  period.  Such  exports  were  composed 
to  a  large  extent  of  pulpwood,  woodpulp  and  paper.  An  over¬ 
supply  of  these  particular  products  occurred  in  the  late 
twenties,  but  this  time  a  shift  in  the  U.$.  demand  from 
mechanically  ground  to  chemically  prepared  woodpulp  was  respon¬ 
sible.  The  U.S.  lumber  and  pulp  industry  showed  evidence  of 
an  oligopolistic  structure  and  the  Canadian  industry  was 
closely  linked  with  its  American  counterpart.  This  at  first 
resulted  in  stable  prices  but  at  these  prices  an  oversupply 
became  visible  and  a  price  war  broke  out  between  two  American 
concerns  in  1928  with  prices  declining  sharply. 

Prices  of  exports  of  nonferrous  metals  also  declined  from 
1926  but  values  of  exports  soon  started  to  rise.  The  American 
boom  that  ended  in  1929  was  apparently  responsible  and  it  is 
difficult  to  maintain  that  the  demand  for  these  products  de¬ 
clined.  This,  however,  must  be  judged  against  a  long  term 
rising  trend  in  importance  of  these  products  in  the  Canadian 
economy  and  in  her  exports.  If  there  was  a  decline  in  demand 
abroad  the  long  tem  tendency  for  an  increased  production  of 
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these  goods  due  to  a  lowered  cost  structure  in  Canada  may 
have  been  strong  enough  to  conceal  it. 

In  the  early  thirties  the  British  national  income  did 
not  decline  much  in  comparison  with  the  declines  of  gross 
national  expenditures  of  Canada  and  the  United  States.  The 
British  series  reached  its  lowest  level  in  1932  leading  by 
one  year  recoveries  in  the  United  States  and  in  Canada.  The 
earlier  recovery  in  the  British  national  income  brought  about 
a  recovery  in  British  imports  from  Canada  the  same  year  and 
must  have  contributed  to  the  earlier  recovery  in  total 
Canadian  exports  as  they  turned  upwards  from  1932  also. 

The  impact  of  British  recovery  in  1932,  however,  cannot 
explain  why  the  Canadian  balance  of  trade  improved  steadily 
after  1930.  Once  again  one  could  infer  that  the  peculiar 
composition  of  Canadian  exports  and  imports  might  have  brought 
about  the  improvement  in  the  balance  of  trade  in  1930  and 
contributed  to  the  recovery  in  exports  in  1932.  Subsequent 
to  1932,  however,  the  responsibility  must  be  shared  with 
events  in  the  United  Kingdom  that  increased  British  imports 
from  Canada. 

Changes  in  the  late  thirties  were  slightly  different.  The 
balance  of  trade  led  exports,  imports  and  gross  national  ex¬ 
penditure  in  their  turning  points  but  this  time  the  latter 
series  turned  downwards  the  same  year,  exports  shorn ng  no  lead 
in  turning  points  when  compared  with  imports  and  gross 
national  expenditure.  Lack  of  such  a  lead  makes  it  impossible 
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to  say  for  certain  that  the  tendency  towards  contraction 
in  1938  originated  abroad.  Sven  in  this  ease,  however,  the 
assumption  that  factors  originating  abroad  were  responsible 
may  be  entertained  as  more  plausible.  It  is  known  that 
voluntary  changes  in  inventories  are  a  sensitive  indicator 
of  internal  rate  of  growth  in  economic  activity.  No  turning 
point  in  inventories  occurred  in  1936  or  in  1937  when  the 
balance  of  trade  declined.  As  such  an  indication  of  a 
slackening  in  economic  activity  in  Canada  was  lacking,  changes 
abroad  could  be  considered  as  a  more  probable  reason  for  the 
decline  in  the  Canadian  balance  of  trade  from  1936. 

The  post-war  period  was  included  in  this  study  as  a 
possible  check  on  the  long  term  trends  visible  before  the  war. 

A  long  term  decline  in  importance  of  trade  with  the 
United  Kingdom  was  readily  diseernable.  In  the  late  twenties 
the  British  national  income  became  stationary  largely  due  to 
the  deflationary  policy  pursued  in  the  twenties.  British 
imports  from  Canada,  as  a  consequence  of  relatively  unattractive 
prices  for  goods  exported  to  the  United  Kingdom,  declined  in 
absolute  figures  and  relatively  as  a  percentage  of  the  total 
Canadian  exports.  At  the  same  time  exports  to  the  United 
States  increased  absolutely  and  relatively  and  surpassed  in 
value  Canadian  exports  to  the  United  Kingdom.  During  the 
thirties  the  British  economy  was  less  depressed  than  that 
of  the  United  States  and  of  Canada  and  demonstrated  a  lead  in 
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re  e  every  by  one  year.  British  imports  from  Canada  regained 
part  of  the  ground  lost  in  the  late  twenties  and  equalled  in 
value  those  of  the  United  States.  Nevertheless,  the  close 
links  between  the  Canadian  and  American  economies  established 
in  the  twenties  remained  unchanged.  After  the  second  world 
war  Canadian  trade  with  the  United  States  again  became  of 
primary  importance  to  Canada. 

Canadian  exports  to  the  United  Kingdom  differed  in  their 
composition  from  those  to  the  United  States.  A  decline  in 
exports  to  the  United  Kingdom  caused  considerable  changes  in 
the  composition  of  Canadian  exports.  The  most  important 
component  of  Canadian  exports  to  the  United  Kingdom  were 
agricultural  and  vegetable  products,  especially  wheat  and 
flour.  The  decline  in  importance  of  exports  to  the  United 
Kingdom  was  associated  with  a  decline  in  importance  of  this 
group  of  exported  goods.  The  increase  in  exports  to  the 
United  States  did  not  compensate  for  the  loss  of  markets  for 
these  products  as  the  United  States  was  itself  an  exporter 
of  such  goods. 

This  decline  in  importance  of  exports  of  agricultural 
and  vegetable  products  was  not  entirely  due  to  the  decline 
in  exports  to  the  United  Kingdom,  but  showed  a  tendency  to 
decline  independently  of  trade  with  the  United  Kingdom. 

During  the  thirties,  when  exports  to  the  United  Kingdom 
regained  part  of  their  importance,  exports  of  agricultural 
and  vegetable  products  were  not  so  large  as  they  were  in  the 
late  twenties. 
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Exports  of  wood,  wood  pulp  and  paper  showed  a  long  term 
tendency  to  increase  slightly.  These  products  were  for  the 
most  part  exported  to  the  United  States.  With  the  decline 
in  importance  of  exports  of  agricultural  and  vegetable 
products  Canadian  exports  of  wood,  woodpulp  and  paper  to  the 
United  Kingdom  increased. 

The  part  played  by  exports  of  nonferrous  metals  in  total 
exports  and  in  exports  to  the  United  States  changed  throughout 
the  period.  It  was  the  highest  in  the  thirties.  It  is,  how¬ 
ever,  probable  that  the  post-war  figures  for  exports  of  these 
products  are  deceptively  low.  During  the  war,  investment  in 
the  mining  industry  was  very  low;  and  in  mining  the  production 
depends  to  a  great  extent  on  the  amount  of  previous  investment. 
One  can  expect  that  figures,  more  up  to  date  than  are  available 
at  the  time  of  this  study,  would  reveal  a  rising  trend  in  im¬ 
portance.  An  increase  in  the  exports  of  these  products  to  the 
United  Kingdom  was  apparent  throughout  the  period.  The  share 
of  exports  of  these  products  to  the  United  Kingdom  measured 
as  a  percentage  of  total  exports  of  the  same  products  after 
the  war,  was  twice  as  high  as  in  1926. 

The  following  tables  reveal  the  trends  in  the  composition 
of  Canadian  exports  and  in  exports  to  the  United  Kingdom  and 
to  the  United  States. 
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TABLE 

Value  of  Exports  of  Particular  Groups  of  Products,  as 
Percentages  of  Value  of  Total  Exports,  Canada,  1926-1929, 
1930-1937,  and  1946-1949.  1/ 


Period  Agricultural  &  Wood,  woodpulp  &  Nonferrous 
vegetable  paper  metals 

pro  due  t  s . 


192b-9  46.3 
1930-7  34.5 
1946-9  24.4 


22.4 

24.9 

29.8 


7.0 

16.6 

12.1 


table 

Values  of  Exports  of  Particular  Groups  of  Products  Exported 
to  the  United  Kingdom  and  to  the  United  States,  as  Percentages 
of  Value  of  Total  Exports  of  Such  Groups  of  Products,  Canada, 
1925-1929,  1930-1937,  and  1946-1949. 


To  the  United  Kingdom  2/  To  the  United  States  3/ 


Period  Agrie.&  Wood,  Nonferr.  Agric.d  Wood,  Nonferr. 
veget.  wo  odpulp, metals  veget.  woodpulp,  metals 

product s& paper  products  &  paper 


1926-9  55«3  6.2 

1930-7  54.1  11.5 

1946-9  42.7  12.3 


16.9 

28.2 

33.4 


10.0 

12.3 

18.2 


83.9 

72.3 

75.2 


49.3 

50.5 

40.2 


These  trends  in  Canadian  exports  influenced  considerably 
the  total  Canadian  economy.  It  was,  however,  very  difficult 
to  compare  figures  of  exports  with  those  of  net  total  produc¬ 
tion  of  Canada  as  the  last  figures  were  not  so  refined  as 
were  the  data  for  exports.  Production  data  were  divided  into 
agriculture,  forestry,  mining,  etc.  The  components  of 


1/  Cf 
2/  Cf 
3/  Cf 


post  table  28. 
post  table  31. 
post  table  32. 
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production  were,  however,  differently  defined  from  the  export 
data.  Agriculture  contained  not  only  agricultural  and  veget¬ 
able  products  but  also  animals  and  their  products.  Forestry 
contained  only  primary  wood  production  whereas  exports  of 
wood,  woodpulp  and  paper  included  also  processed  goods. 
Similarly  the  domestic  category  for  mining  covers  primary 
mining  of  all  types  and  includes  mining  of  iron  ore  and  no n- 
metallic  minerals.  The  export  series  for  nonferrous  metals 
includes  partly  processed  goods  and  at  the  seme  time  excludes 
iron  and  its  products,  the  precious  metals,  nonmetallic 
minerals,  etc. 

These  differences  in  the  components  of  export  and 
domestic  series  make  it  difficult  to  compare  the  figures 
accurately.  The  declining  trend  in  exports  of  agricultural 
and  vegetable  products  was  similar  to  the  declining  trend 
in  the  domestic  importance  of  agricultural  production.  In 
the  case  of  agriculture,  the  difficulties  in  exporting  agri¬ 
cultural  and  vegetable  products  resulted  in  a  change  in  the 
structure  of  Canadian  economy;  agriculture  losing  much  of 
its  importance.  Fluctuations  in  exports  of  nonferrous  metals 
vaguely  resembled  fluctuations  in  the  net  mining  production. 

A  slightly  rising  trend  in  exports  of  wood,  woodpulp  and  paper 
did  not  correspond  to  the  declining  trend  in  primary  wood 
production.  This  could  occur,  however,  if  exports  of  wood, 
woodpulp  and  paper  charged  its  structure  to  include  more 
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processed  goods  and  less  raw  materials.  In  such  a  case  a 
decline  in  importance  in  the  forestry  sector  is  compatible 
with  an  increase  in  importance  of  exports  of  more  processed 
wood  products. 

The  following  table  shows  the  trends  in  net  Canadian 
production. 

table 


Value  of  Net  Production,  Selected  Lines  of  Production,  Canada, 
1926-9,  1930-7,  and  1946-9,  as  Percentages  of  Total 
Production.  1/ 


Pe riod 

Agriculture 

Forestry 

Mining 

1926-9 

23.9 

8.1 

6.7 

1930-7 

23.6 

7.5 

9.7 

1946-9 

21.9 

4.0 

5.6 

The  findings  of  this  paper  may  be  further  summarized  in 
the  following  fashion:  the  Canadian  economy  showed  a  tendency 
for  changes  in  exports  and  in  the  balance  of  trade  to  lead 
changes  in  gross  national  expenditure.  Although  the  structure 
of  the  Canadian  economy  has  undergone  considerable  changes 
since  1929,  the  prevalence  of  raw  materials  and  partly  manu¬ 
factured  goods  in  exports  and  of  fully  manufactured  goods  in 
imports  still  exists.  Therefore  one  can  expect  foreign  trade 
to  influence  the  economy  in  the  future  as  in  the  period  under 
study. 


1/  Cf.  post  table  42 
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The  geographical  distribution  of  Canadian  exports  also 
changed  in  the  period  of  this  study  and  the  Canadian  economy 
is  now  linked  closely  with  that  of  the  United  States.  In  the 
early  twenties,  the  ties  between  the  Canadian  economy  and  that 
of  the  United  Kingdom  were  more  important.  The  economies  of 
Canada  and  the  United  States  fluctuated  widely,  progressing 
rapidly  in  expansion  and  declining  rapidly  in  contraction. 

The  swings  to  the  extremes  were  apparently  wider  than  those 
that  would  have  been  experienced  in  Canada  if  that  country 
had  retained  her  old  links  with  the  United  Kingdom.  The 
British  economy  was  more  stable  than  that  of  the  United  States; 
but  the  greater  stability  of  the  British  economy  was  a  result 
of  a  lesser  rate  of  progress  rather  than  of  lesser  amplitude 
of  swings  around  a  high  level  of  economic  activity.  Canada’s 
economy,  being  linked  with  the  United  States,  enjoyed  in¬ 
creasing  national  income  and  a  rate  of  growth  even  higher  than 
that  of  the  United  States. 

The  decline  in  importance  of  agriculture  for  the  whole 
Canadian  economy  is  more  difficult  to  assess.  Agriculture  has 
demonstrated  a  tendency  to  overproduction  in  expansion,  and 
once  overproduction  has  occurred  agricultural  production  cannot 
easily  be  adjusted  to  the  lower  effective  demand  for  its 
products.  Extreme  declines  in  prices  and  farm  income  follow  and 
an  economy  with  a  large  agricultural  sector  can  remain 
severely  depressed  for  a  long  time.  On  the  other  hand,  in  an 
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economy  liable  to  great  fluctuations  the  n onagri cultural 
sectors  can  also  be  greatly  affected  by  declines  in  economic 
activity.  Moreover,  the  poverty  of  farmers  may  appear 
preferable  to  that  of  industrial  workers  if  unemployed  for 
a  long  time.  In  an  economy  with  a  large  agricultural  sector 
government  policy  to  deal  with  a  declining  demand  for  agri¬ 
cultural  products,  particularly  with  a  decline  in  exports  of 
such  products,  may  be  very  difficult  to  devise.  From  such  a 
point  of  view  the  long  term  trend  towards  the  declining  im¬ 
portance  of  agriculture  in  Canada  can  be  viewed  as  beneficient. 

The  progressing  diversification  of  Canadian  exports 
may  be  considered  advantageous.  Any  considerable  decline  in 
Canadian  exports  will  have  a  depressing  influence  on  the 
whole  economy,  and  diversification  of  the  geographical  dis¬ 
tribution  of  Canadian  exports  may  offer  the  possibility  that 
a  decline  in  exports  to  one  country  will  be  offset  by  an  in¬ 
crease  to  another  or  at  least  that  such  a  decline  could  be 
ameliorated  by  the  stability  of  trade  relations  with  other 
countrie  s. 

Therefore,  the  trends  in  Canadian  external  trade  in  the 
period  from  1926  to  1952  should  be  Judged  as  advantageous 
for  Canada  in  comparison  with  the  state  of  affairs  that  ex¬ 
isted  prior  to  the  late  twenties. 
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TABLE  X 

Gross  National  Expenditure  and  Changes  in  It,  Canada 
and  tiie  United  States,  Selected  Years,  1926-1 952. 

In  Millions  of  Current  Dollars. 


Canadian  Gross  American  Gross 

S§tXfi£al_Esp§ji4i£A _ lationgl^J&pendit.. 


Change 

from 

Change  from 

preceding 

preceding 

Year 

Amount 

year 

Amount 

year 

1 

2 

3 

4 

5 

1926 

5294 

m 

m 

19  27 

564? 

4-  353 

tm 

m 

19158 

6105 

1  458 

mm 

mm 

1929 

6166 

4-  01 

103828 

mm 

1930 

5546 

—  620 

9085? 

-12971 

1931 

45oO 

-  986 

75930 

-14927 

1932 

3?  6? 

-  ?93 

58340 

-17590 

1933 

3552 

-  215 

557o0 

-  2580 

1934 

4034 

+  482 

64868 

4-  9108 

1935 

4345 

4-  311 

72193 

4-  7325 

1936 

4?  01 

4-  350 

82483 

4*10290 

193? 

5355 

4-  654 

90213 

4-  7730 

1936 

5253 

-  122 

84o83 

-  5530 

1939 

3?G5 

4-  4?4 

91339 

4  6656 

1940 

6  8?2 

4-1105 

101443 

4-10104 

1941 

851? 

4-1645 

126417 

4-24974 

1942 

10539 

4-2022 

101551 

4-35134 

1943 

11183 

•4  044 

194338 

4-327  87 

1944 

11954 

4-  ??1 

213688 

4-19350 

1945 

11850 

-  104 

215210 

4-  1522 

1946 

1202o 

4-  1?6 

211110 

-  4100 

194? 

13?  08 

4*1740 

233204 

4-22154 

1948 

15013 

4*1845 

259045 

4-25781 

1949 

164o2 

4-  849 

257348 

-  1097 

1950 

18203 

41741 

282630 

f-25282 

1951 

21450 

4-324? 

329800 

4*47170 

1952 

23011 

4-1561 

348000 

4-18200 

Canada; 

National 

Accounts 

,  Income  and 

Expenditure,  1926-1950 

(DBS,  Ottawa.  1952), 

hereinafter  cited  as  National 

Accounts, 

1920-1950. 

National 

Accounts,  Income  and 

Expenditure,  1949 

-1952,  (DBS, 

Ottawa,  1953),  herein- 

after  cited  as  National  Accounts,  1949-1952. 

TJie  : 

National 

Income, 

1951 

Edition, 

A  Supplement  to  the 

United 

Survey  of 

Current 

Business,  (U. States  Department  of 

States 

Commerce, 

Washington, 

1951),  hereinafter  cited  as 

National 

Income, 

1951 

Edition. 

Federal  Reserve 

Bulletin, 

( Board 

of  Governors, 

Washington,  August, 

1953),  hereinafter  cited  as  Federal  Reserve  Bulletin 
Aug. , 1953® 


TABLE  £ 


Gross  National  Expenditure  and  Changes  in  It,  Canada  and 
the  United  States,  Selected  Years,  192b-ly52.  In  Millions 
of  Constant  Dollars.  (Canada  -  1935-9  dollars;  the  United 
States  -  1939  dollars) • 


Year 

i _ 

Canadian 

UafiDD&l. 

Amount 

2 

Gr o  s  s  Ame  r i c  an 

Change  from 

preceding 

year  Amount 

3  4 

Gross 

Change  from 

preceding 

year 

5 

192b 

4548 

•» 

«■* 

mm 

1927 

492b 

+  378 

- 

mm 

1928 

5320 

+  404 

- 

m 

1929 

5337 

+  7 

85900 

1930 

5127 

-  210 

mm 

1931 

4475 

-  652 

•* 

1932 

4096 

-  379 

• 

1922 

37  72 

-  324 

bl500 

mm 

1924 

4208 

4  43b 

- 

mm 

1925 

4530 

4*  322 

m 

192o 

4738 

4*  208 

- 

mm 

IS  27 

5201 

*  463 

m* 

mm 

1926 

524b 

4*  45 

mm 

m 

1929 

5bb4 

+  418 

91300 

mm 

1940 

8487 

♦  823 

mm 

1941 

7481 

4-  994 

mm 

m 

1946 

8941 

4-1460 

mm 

mm 

1942 

9374 

4*  433 

mm 

mm 

1944 

9721 

4r  347 

mm 

1942 

9315 

-  40b 

153400 

mm 

194b 

9045 

-  270 

138400 

-15000 

1947 

9163 

4*  118 

138600 

4*  200 

1946 

9438 

4*  275 

143500 

4-  4900 

1949 

9722 

4-  284 

144000 

+  500 

I960 

10330 

4-  308 

154800 

4*10800 

1951 

10899 

f  569 

167300 

4*12500 

1956 

11554 

4-  655 

• 

- 

Canada  :  National  Accounts,  1926-1950. 

ITational  Accounts,  I949-1952'. 

The  United 

States  :  Statistical  Abstract  of  the  United  States,  1952. 

(tJ.S.  Department  oi  Commerce,  Bureau  of  the 

Census,  Washington,  1952). 
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TABLE  3 


Net  National  Income,  Home  Produced  in  Millions  of  Pounds, 
and  Heal  National  Income  in  Millions  of  International 
Units  l/,  Great  Britain,  1926-1939# 


Net  National  Income  Heal  National  Income 

Year 

Amount 

Change  from  Amount 

Change  from 

£ 

preceding  I. IT* 

preceding 

year 

year 

1 

2 

3  4 

5 

1926 

4148 

m* 

19860 

- 

1927 

4338 

-190 

21020 

-1160 

1928 

4317 

-  21 

21430 

-  410 

1929 

4363 

-  46 

23220 

-1790 

1930 

4162 

-211 

22470 

-  760 

1931 

3896 

-256 

21710 

-  760 

1932 

3819 

-  77 

21600 

-  110 

1933 

3908 

-  89 

22340 

-  740 

1934 

4199 

-201 

23920 

-1580 

1936 

4465 

-266 

25540 

-1620 

1936 

4755 

-290 

26740 

-1200 

1937 

4987 

-232 

27780 

-1040 

1938 

5183 

-196 

27550 

-  230 

1939 

tm 

- 

29150 

-1600 

Collin  Clark,  The  Conditions  of  Economic  Progress, 
(Macmillan  &  CoV,  London, '"1251,  second  edition)  • 


1/  IoU.  -  international  unit  as  defined  on  page  19 
C. Clark1  s,  Tiie  Conditions  of  Economic  Progress* 


TABLE  4 


Components  of  Personal  Consumption  or  Goods  and  Services, 
Canada,  1926-1952.  In  Millions  of  Current  Dollars 


Durable 

nondurable 

Services 

Total 

goods 

goods 

consumpt* 

personal 

Year 

consumpt 

•  consumpt* 

consumpt* 

1 

2 

2 

4 

5 

19  26 

279 

20  oO 

1248 

2687 

1927 

224 

2197 

1296 

2919 

1928 

248 

2277 

1469 

4194 

1929 

287 

2459 

1547 

4292 

1920 

208 

2262 

1522 

4204 

1921 

222 

2014 

1400 

2649 

1922 

167 

1705 

1226 

3108 

1*33 

150 

1609 

1126 

2887 

1934 

194 

1758 

1125 

2077 

1925 

229 

1830 

1184 

2243 

193b 

259 

1962 

1226 

2457 

1937 

212 

2154 

1210 

3777 

1938 

291 

2145 

1279 

3815 

1939 

292 

2210 

1402 

3904 

1940 

261 

2520 

1518 

4299 

1941 

290 

2022 

1621 

5053 

1942 

295 

2465 

1754 

5514 

1943 

278 

2672 

1776 

5727 

1944 

296 

2928 

1962 

6187 

1945 

228 

4227 

2146 

6811 

194b 

590 

5072 

2214 

7977 

1947 

852 

5776 

2545 

9173 

1948 

914 

6461 

2727 

10112 

1949 

1084 

6799 

2080 

10963 

1950 

1242 

7114 

2405 

12029 

1951 

1299 

7904 

2921 

12224 

1952 

1567 

8297 

4226 

14290 

national 

Accounts, 

1928-1950. 

national  Accounts, 

Income  and  Expenditure 

,  Preliminary 

Accounts,  Preliminary  1952. 
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Components  or  Personal  Consumption  of  Goods  and  Services, 
the  United  States,  19£9~195£.  In  Millions  of  uurrent  Dollars. 


Durable 

Nondurable 

Services 

Total 

goods 

goods 

consumpt 

•  personal 

Year 

consumpt. 

consumpt. 

consumpt. 

1 

£ 

2 

4 

5 

19  £9 

93o£ 

3774£ 

31657 

787  61 

1930 

7  £7  5 

240 5 £ 

£94 6 £ 

707  8* 

1*31 

5569 

£6950 

£66£9 

81X83 

193£ 

2694 

££743 

££771 

4*208 

1*33 

3503 

£££54 

£0589 

48348 

1*34 

4£55 

£67  2£ 

£0895 

51882 

1935 

5156 

£9377 

£1680 

58215 

1926 

6274 

3£S74 

£3£54 

82515 

1937 

7005 

35£2£ 

£4884 

87121 

1928 

5754 

340 3£ 

£4  7  £7 

84513 

1939 

6  7  £9 

35£58 

£5479 

87486 

1940 

7  654 

37594 

£6604 

72052 

1941 

9750 

43960 

£8545 

82255 

194£ 

7060 

5£871 

31  £20 

*11  bl 

1943 

68£4 

60970 

34450 

102244 

1944 

7103 

67054 

27393 

111550 

1945 

847£ 

74866 

39  7 £1 

12307* 

1946 

16572 

65849 

44465 

141*07 

1947 

£1369 

9514£ 

49059 

165570 

1946 

££683 

100889 

54116 

1778*0 

1949 

£3699 

967£0 

57555 

180174 

1950 

£9157 

10£310 

6£101 

1*3568 

1951 

£7200 

113400 

67400 

208100 

19  5£ 

£6700 

118800 

7  £700 

218100 

National  Income,  1951  Edition. 

Federal  Ee serve  Bulletin,  August  1953 
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TABLE  6 


Government  Spending,  Canada  and  the  United  States,  Selected 


Years, 

1926-1952. 

In  Millions 

oi  Current 

Dollars. 

£§EMe__. 

EDile<LStfct§£ _ 

Federal 

Pro vine.  & 

Total 

Govt,  purchases 

Year 

spending 

municipal 

govt. 

of  goods  &  serv. 

spending 

spending 

1 

2 

3 

4 

5 

1926 

133 

388 

521 

mm 

1927 

145 

422 

567 

mm 

1928 

152 

445 

597 

mm 

1929 

1?3 

509 

682 

8472 

1930 

186 

581 

767 

9169 

1931 

159 

579 

738 

9218 

1932 

134 

509 

643 

8077 

1933 

130 

38  6 

526 

7958 

1934 

143 

425 

568 

9750 

18  »5 

172 

431 

603 

9886 

1936 

105 

435 

600 

11743 

193? 

163 

508 

671 

11590 

1938 

185 

535 

720 

12750 

1939 

222 

513 

735 

13068 

1940 

690 

475 

1165 

13933 

1941 

1204 

485 

1689 

24704 

1942 

3250 

476 

3726 

59724 

1943 

3?  36 

491 

4227 

88630 

1944 

4488 

534 

5022 

96523 

1945 

3110 

594 

3704 

82836 

1946 

1090 

742 

1832 

30916 

194? 

639 

931 

1570 

28612 

1948 

6?  9 

1119 

1798 

36598 

1949 

880 

1248 

2128 

43599 

1950 

971 

1343 

2314 

42499 

1951 

1683 

1518 

3201 

62900 

1952 

2498 

1713 

4211 

77700 

Canada 

:  National  Accounts, 

1926-1950. 

national  Accounts, 

Preliminary  1952. 

The  United 

States  :  national  Income  1951  Edition* 


Federal  fle  serve  Bulletin,  Aug«l953. 


TABLE  7 


Government  Surplus  (-)  or  Deficit  (¥),  Canada  and  the 
United  States,  Selected  Years,  1926-1950*  In  Millions 
of  Current  Dollars* 


Year 

1 

Canada 

United  States 

Federal 

2 

Provinc.& 

municipal 

3 

Total 

4 

5 

1926 

-  66 

♦  12 

56 

- 

1927 

-  68 

¥  21 

-  47 

- 

1926 

-  106 

¥  21 

-  64 

1929 

-  56 

¥  47 

-  9 

-  1067 

1930 

¥  9b 

¥126 

¥  222 

¥  257 

1931 

¥  160 

¥151 

¥  311 

¥  2798 

1932 

¥  154 

+123 

¥  277 

¥  1705 

1933 

¥  114 

+  bO 

¥  174 

¥  1272 

1934 

¥  93 

¥  97 

¥  190 

¥  2355 

1935 

¥  121 

¥  51 

¥  172 

¥  1649 

1936 

¥  37 

-  3 

¥  34 

¥  2879 

1937 

-  9 

¥  42 

¥  33 

-  685 

1938 

¥  87 

¥  b5 

¥  152 

¥  1490 

1939 

¥  2 

¥  39 

¥  41 

¥  1867 

1940 

¥  137 

-  74 

¥  63 

¥  547 

1941 

¥  27 

-  92 

—  65 

¥  3493 

1942 

¥1722 

-161 

¥1561 

¥31163 

1943 

¥1941 

-164 

¥177? 

¥43917 

1944 

¥2708 

-142 

¥2566 

¥51362 

1945 

¥1830 

-143 

¥1687 

¥39239 

194b 

¥  244 

-111 

¥  133 

-  4561 

1947 

-  685 

-  88 

-  773 

-13443 

1946 

-  7o2 

¥  16 

-  743 

-  8206 

1949 

-  497 

¥  57 

-  440 

¥  2785 

1950 

-  572 

¥  14 

-  558 

-  8014 

Canada  :  national  Accounts,  1926-1950,  table  32* 
The  United 

States  :  national  Income,  1951  Edition* 


TABLE  8 


Components  ox*  Gross  Domestic  Investment,  Canada,  1926-1 952. 
In  Millions  or  Current  Dollars* 


Year 

1 

New  New  New  Changes  in  Gross 

Residential  Nonresident.  Machinery  Inventories  Domestic 

Construction  Construction  Equipment  Investment 

( 2+ 3+44*  5) 

2  3  4  5  6 

1926 

212 

240 

357 

+  88 

897 

1927 

217 

299 

433 

4-  218 

1167 

1928 

236 

411 

489 

4-  157 

1293 

i92y 

247 

486 

597 

4-  61 

1391 

1930 

204 

381 

469 

-  154 

900 

19S1 

lb8 

2b4 

261 

-  290 

403 

1932 

9b 

121 

145 

-  21b 

14b 

1933 

76 

79 

84 

—  82 

157 

1934 

98 

92 

11b 

4*  70 

37  b 

1935 

114 

118 

14  b 

4-  47 

425 

193b 

139 

150 

180 

4-  50 

519 

1937 

17  6 

190 

281 

4-  94 

741 

1938 

159 

171 

275 

-  10 

595 

1939 

185 

166 

254 

4-  331 

93b 

1940 

200 

210 

408 

4*  3b9 

1187 

1941 

233 

288 

557 

4*  247 

1325 

1942 

194 

354 

49  b 

4*  316 

1360 

1943 

174 

366 

305 

-  109 

73b 

1944 

225 

257 

377 

-  4b 

813 

1945 

272 

252 

462 

-  260 

726 

1946 

371 

443 

584 

t  519 

1917 

1947 

506 

599 

101b 

+  947 

3086 

1948 

637 

818 

1230 

4-  605 

3290 

1949 

742 

903 

1323 

*  231 

3199 

1950 

801 

1026 

1389 

4-  960 

4176 

1951 

781 

12b0 

1769 

4-1620 

5430 

1952 

803 

1476 

1859 

+  278 

4416 

National  Accounts,  1926-1950. 

National  Accounts,- X949-1952. 
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TABLE  9 


Components  of  Gross  Private  Domestic  Investment,  the  United 


States, 

1929-1952.  In 

Mill! ons 

of  Current 

Dollars. 

Year 

1 

New 

Construction 

£ 

Productive  Changes  in  Gross  Private 
Durable  Business  Domestic 

Equipment  Inventories  Investment 

(£43+4) 

3  4  5 

19  £9 

78£4 

6438 

4  156£ 

158  £4 

1920 

5560 

49  £6 

-  £83 

10  £09 

1931 

3561 

31b£ 

-  1361 

536£ 

1932 

16b8 

17  81 

-  £563 

886 

1933 

114  £ 

1783 

-  1619 

1306 

1934 

1420 

2531 

-  1144 

£807 

1935 

1890 

3351 

4  905 

6146 

1936 

£783 

4531 

4  1004 

8318 

193*7 

3687 

5444 

+  £309 

11440 

1938 

3309 

3975 

-  973 

6311 

1939 

4899 

457  7 

4  441 

9917 

1940 

5566 

6108 

4  ££75 

13949 

1941 

6784 

7676 

4  3874 

18324 

194£ 

3951 

4857 

4  £065 

10872 

1943 

£549 

408£ 

-  9££ 

5709 

1944 

£817 

5706 

-  809 

7714 

1945 

3924 

7545 

-  746 

10733 

194b 

10  £91 

1£3£8 

4  6107 

£87  £6 

1947 

13904 

17080 

-  797 

30187 

1948 

17  716 

19948 

4  50  £9 

4  £69  3 

1949 

17  £50 

19010 

-  3  £13 

33047 

1950 

££068 

££461 

4  4388 

48867 

1951 

£3100 

£4600 

410900 

58600 

1952 

£3400 

£5400 

+  3700 

5£5G0 

national  Income,  1951  Edition* 
federal  Reserve  BulIVtinV  August,  1953. 


T  A  B  L  E  10 


New  Private  Construction  Activity,  tne  United  States,  1929-1950. 
In  Millions  of  Current  Dollars. 


Year 

New 

New  Private 

New  Private 

Private 

Residential 

Nonresidential 

Constiucti  on 

Construction 

Construction 

Activity 

Activity 

Activity 

1 

2 

3 

4 

1929 

830V 

3478 

4829 

1930 

5883 

2182 

3701 

1931 

37o8 

1624 

2144 

1932 

1676 

654 

1022 

1933 

1231 

499 

732 

19S4 

1509 

661 

848 

1935 

1999 

1071 

928 

1936 

2981 

1641 

1340 

193? 

3903 

1975 

1928 

1938 

3560 

2069 

1491 

1939 

4389 

2786 

1603 

1940 

5054 

3130 

1924 

1941 

6206 

3692 

2514 

1942 

3415 

1850 

1565 

1943 

19?  9 

1006 

973 

1944 

2186 

923 

1263 

1945 

3235 

1200 

2035 

1946 

9638 

4424 

5214 

194? 

13131 

6921 

6210 

1948 

16665 

9251 

7414 

1949 

16181 

8888 

7293 

1950 

20?89 

13162 

7627 

Remark: 

These  figures 

differ  from  New  Construction  as  given 

in  fable 

9. 

National 

Income,  1951  Edition,  fable 

31. 
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TABLE  11 


Components  ox  Gross  Domestic  investment,  Canada,  1986-1958. 
In  Millions  o t  Constant  Dollars  (1935-1939  =  100)  • 


Year 

1 

New 

Residential 

Construction 

3 

New 

Nonresident. 

Construction 

3 

New 

Machinery 

^Equipment 

4 

Changes 

in 

Inventories 

5 

1926 

197 

888 

337 

*119 

1937 

303 

884 

484 

*816 

1938 

£14 

388 

488 

*158 

1929 

314 

489 

575 

*  48 

1930 

181 

357 

471 

*186 

1931 

160 

367 

873 

-159 

1933 

100 

188 

158 

-  80 

1933 

84 

86 

89 

-185 

1934 

105 

99 

184 

*  33 

1935 

181 

185 

153 

*  48 

1935 

143 

155 

187 

-113 

1937 

169 

188 

373 

*  35 

1938 

156 

167 

867 

*187 

1939 

lbO 

164 

847 

*338 

1940 

183 

800 

370 

*316 

1941 

191 

860 

470 

*  53 

1943 

147 

898 

406 

-314 

1943 

183 

395 

838 

-180 

1944 

150 

804 

898 

-  77 

1945 

177 

199 

374 

-803 

1946 

835 

330 

4  67 

+  886 

1947 

876 

401 

783 

*840 

1948 

303 

486 

775 

*  85 

1949 

338 

516 

788 

*  48 

1950 

340 

554 

784 

*389 

1951 

891 

606 

893 

+657 

1953 

890 

665 

934 

+  857 

National  Accounts,  1920-19 50 o 

National  Accounts,  1949-1958. 


TABLE  1  2 


Balance  of  Trade,  Canada,  1926-1952.  in  Millions  of  Current 
and  Constant  Dollars  (Constant  dollars  1935-1939  «  100). 


Year 

1 

torrent  dollars 

2 

tosataat  _4Q.i-U.ca  _ 

3 

1920 

4-128 

V  73 

1927 

-  11 

-  54 

1926 

-  35 

-  50 

1929 

-313 

•204 

1930 

-339 

-291 

1931 

-175 

-107 

1932 

-  97 

4*  35 

1933 

-  2 

4  71 

1934 

+  70 

+133 

1935 

+126 

4156 

1936 

1 245 

4245 

1937 

t!82 

4145 

1936 

4*  99 

4  89 

1939 

4*123 

+104 

1940 

4*179 

4225 

1941 

4*491 

4545 

1942 

4  54 

4215 

1943 

4*527 

4072 

1944 

—  8 

+104 

1945 

+667 

4544 

1946 

4*332 

+149 

1947 

4*  17 

-  60 

1946 

+418 

+235 

1949 

4174 

+106 

1950 

•330 

-  08 

1951 

•524 

-120 

1952 

+164 

4  11 

national 

Accounts,  19’2o-1950. 

national 

Accounts,  1949-1952# 

TABLE  13 


Exports  and  Imports  of  Goods  and  Services,  Canada,  1926-1952. 
In  Millions  of  Current  Dollars  and  Constant  Dollars  (constant 
dollars  1935-9  *  100 ). 


Current 

dollars 

Constant 

dollars 

Year 

Exports 

Imports 

Exports 

Imports 

1 

2 

3 

4 

5 

1920 

1050 

1522 

1207 

1134 

1927 

lolb 

lb29 

1220 

1274 

1928 

17  73 

1808 

1391 

1447 

1929 

1632 

1845 

1314 

1576 

1930 

128  b 

1625 

1157 

1448 

1931 

967 

1142 

1055 

1162 

1932 

804 

901 

974 

939 

1933 

820 

828 

982 

911 

1934 

1018 

948 

1101 

968 

1935 

1143 

1017 

1218 

1060 

1936 

1428 

1163 

1456 

1211 

1937 

1591 

1409 

1482 

1337 

1938 

1356 

1257 

1350 

12  ol 

1939 

1451 

1328 

1494 

1330 

1940 

1808 

1629 

1681 

1456 

1941 

24 07 

1976 

2194 

1649 

1942 

2361 

2307 

1945 

1730 

1943 

3444 

2917 

2728 

2056 

1944 

3561 

3569 

2614 

2450 

1945 

3597 

2910 

2548 

2004 

1946 

3210 

2876 

2079 

1930 

1947 

3638 

3621 

2053 

2113 

1948 

4054 

3636 

2104 

1869 

1949 

4011 

3837 

2016 

1910 

1950 

4183 

4513 

2027 

2095 

1951 

5069 

5613 

2220 

2340 

1952 

5581 

5417 

2453 

2442 

ffational  Accounts,  1925-1950. 


national  Accounts,  1949-1902 
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TABLE  14 


Exports  and  Imports  o £  Goods  and  Services  and  the 
Balance  or  Trade,  the  United  States,  1926-1952*  in 
Millions  of  Current  Dollars* 


Year 

1 

Exports 

2 

Imports 

3 

Balance  of  Trade 

4 

1926 

6451 

599? 

*  454 

192? 

6539 

561b 

4  721 

1926 

693? 

5910 

41027 

1929 

6796 

6025 

4  771 

1930 

5219 

4529 

4  680 

1931 

3457 

3280 

4  197 

1932 

2356 

2167 

4  169 

1933 

2304 

2156 

4  150 

1934 

£880 

2431 

4  429 

1935 

3131 

3165 

-  54 

1936 

3291 

3364 

-  93 

1937 

4287 

4225 

4  62 

1938 

4176 

3067 

41109 

1939 

4*40 

3352 

4  688 

1940 

5*04 

3695 

41509 

1941 

5821 

469? 

41124 

1942 

4802 

5009 

-  207 

1943 

4419 

6664 

-2245 

1944 

5297 

7396 

-2099 

1945 

7143 

8561 

-1438 

1948 

12360 

7799 

44561 

1947 

17705 

8610 

48895 

1948 

14094 

12230 

41664 

1949 

13733 

13205 

4  528 

1950 

12738 

15042 

-2304 

1951 

4  300 

1952 

-  200 

1926-1926:  Hal  B* 

Lary  and  Associates,  The  United  States 

in  the 

world  Economy,  (reprint*  hy  H.M. 

Printing  Office,  London,  1944). 

1929-1950:  national  income, 

1951  Edition, 

1951-1952:  Federal  reserve  Bulletin,  Aug*1953 
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TABLE  15 


Exports  of  Merchandise,  Gold  and  Services,  Canada, 
19 26-1950 •  In  Millions  of  Current  Dollars* 


fear 

i 

Merchand* 

2 

Gold 

3 

Services  includ* 
divid*<fc  interest 

4 

Exports  as  per 
]fat*A/os* 

5 

192b 

1272 

30 

363 

1650 

1927 

1215 

32 

38b 

1618 

1928 

1341 

40 

407 

1773 

1929 

1178 

37 

431 

1632 

1930 

880 

39 

378 

128b 

1931 

601 

57 

314 

967 

1932 

495 

70 

243 

804 

1933 

532 

82 

215 

826 

1934 

648 

114 

258 

1018 

1935 

732 

119 

294 

1143 

193b 

954 

132 

344 

1428 

1937 

1041 

145 

407 

1591 

J.938 

844 

lbl 

356 

1356 

1939 

906 

184 

367 

1451 

1940 

1202 

203 

371 

1808 

1941 

1732 

204 

522 

2467 

1942 

2515 

184 

677 

3376 

1943 

3050 

142 

872 

3444 

1944 

3590 

110 

857 

3561 

1945 

3474 

9b 

886 

3597 

194b 

2393 

9b 

876 

3210 

1947 

2723 

99 

924 

3638 

1948 

3030 

119 

998 

4054 

1949 

2989 

139 

949 

4011 

1950 

3139 

163 

927 

4173 

Bernards; 

Columns  2, 

3  & 

4  plus  adjustments 

here  not  given 

add  up  to  the  values  or  column  5* 
National  Accounts,  1926-1950,  pp*  80- 81. 


TABLE  16 


Imports  or  Goods  and  Services,  Canada,  1926-1950. 
In  Millions  of  Current  dollars. 


Year 

Imports 

of  Payments  for 

Total 

Goods 

Services  rendered 

Imports 

by  Nonresidents 

i/ 

1 

2 

3 

4 

1926 

973 

565 

1522 

19  27 

1057 

586 

1629 

1928 

1209 

611 

1808 

1929 

1272 

685 

1945 

1930 

973 

661 

1625 

1931 

580 

566 

1142 

1932 

398 

506 

901 

1933 

368 

463 

828 

1934 

484 

468 

948 

1935 

526 

494 

1017 

1936 

612 

574 

1183 

193? 

776 

637 

1409 

1938 

649 

612 

1257 

1939 

713 

618 

1328 

1940 

1006 

621 

1629 

1941 

1264 

703 

1976 

1942 

1406 

869 

2307 

1943 

1579 

1279 

2917 

1944 

1398 

2141 

3569 

1945 

1442 

1468 

2910 

1946 

1822 

1083 

2878 

194? 

2535 

1126 

3621 

1948 

25V  8 

1078 

3676 

1949 

2696 

1194 

3837 

1950 

3129 

1416 

4482 

National 

Accounts 

,  1926-1950. 

1/  Includes  Imports  of  goods,  payments  for  services 
rendered  by  nonresidents  and  adjustment* 
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TABLE  1  ? 


Exports  of  Merchandise  (excluding  nonmonetary  gold).  Totals, 
to  the  United  Kingdom  and  to  the  United  States,  Canada, 
1986-1948.  In  Millions  of  Current  Dollars* 


Year 

1 

Totals 

8 

To  United  Kingdom  To  the  United  States 

value 

i/ 

2 

per  cent 
of  total 
4 

value 
2/  5 

per  cent 
of  total 
b 

1*86 

1878 

315 

84.8 

476 

37.4 

1927 

1815 

871 

22.2 

489 

40.8 

1988 

1341 

888 

81.5 

507 

37.8 

1989 

1176 

884 

19.0 

519 

44.1 

1920 

880 

174 

19. b 

39  7 

45.1 

1921 

601 

129 

83.1 

854 

48.8 

1938 

495 

149 

20.1 

lb9 

34.8 

1933 

538 

188 

35.3 

177 

33.3 

1934 

648 

834 

3b. 1 

88b 

34.8 

1933 

?38 

858 

35.8 

885 

39.0 

193b 

954 

348 

35.8 

369 

38 . 5 

193? 

1041 

385 

37.0 

391 

37*6 

1938 

844 

337 

40.0 

868 

31.7 

1939 

906 

338 

3b.  6 

344 

37.0 

1940 

1808 

548 

45.1 

484 

35.3 

1941 

1738 

914 

58.7 

566 

38.7 

1948 

8515 

1484 

56.6 

911 

3b  .8 

1943 

3050 

lb36 

53.6 

1884 

40.1 

1944 

3590 

1796 

50.0 

1444 

40.8 

1945 

34?  4 

1488 

49.3 

1134 

38.  6 

1946 

8393 

686 

86.8 

948 

39.6 

194? 

8783 

749 

87.5 

10  bl 

39.0 

1948  3/3030 

703 

83.8 

1508 

50.0 

The  Canadian 

Balance 

of  International  Payments,  1986-1948, 

(DBS, 

Ottawa, 

1949), 

pp.  154-b, 

,  158-9  &  161. 

1/  adjusted-excluding  estimated  wheat  exports  diverted 
to  other  overseas  countries. 


8/  adjusted. 

3/  subject  to  revision# 


TABLE  1  6 


Exports  according  to  the  Degree  of  Manufacture,  Canada, 
Selected  Years,  1926-1949.  As  Percentages  of  Total 
Exports  of  Merchandise*  From  Data  in  Current  Dollars. 


Year 

1 

Raw 

Materials 

2 

Partly  manufact. 
goods 

3 

Fully  manufact. 
goods 

4 

1926 

47.1 

14.4 

38.5 

1927 

46.2 

14.6 

39.2 

1928 

47.2 

15.4 

37.4 

1929 

48.5 

14.3 

37.2 

1930 

38.3 

19.1 

42.6 

1931 

38.2 

17.8 

44.0 

1933 

42.7 

14.2 

43.1 

1934 

36.5 

21.4 

42.1 

1937 

38.2 

22.5 

39.3 

1938 

24.8 

38.6 

3b.  b 

1939 

27.8 

2b.b 

45.6 

1945 

26.7 

16.6 

56.7 

1948 

26.4 

26.6 

47.0 

1949 

32.4 

24.4 

43.2 

19 £6-19 31  calendar: 

1933  calendar: 

1934  fiscal: 

1937  calendar: 

1938  fiscal: 

1939  &  1945  Calendar 

1948  calendar: 

1949  calendar: 


Canada  Year  Book,  193£,  (DBS,  Ottawa,  193£) 
p*  410,  hereinafter  cited  as  C.Y.B.  193£* 
C.Y.B.  1947,  p.  87b. 

C.Y.B.  1934/35,  p.  546-7. 
ff.Y.B.  1947 ,~1>.  87b. 

C  .  Y.  B .  1939 ,  p  .  500  . 

: C.Y.B.  1947,  p.  87b. 
computed  from  C.Y.B.  1950,  p.  937. 
computed  from  C.Y.B.  1951,  p.  918-9. 
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TABLE  19 


Imports  according  to  the  Degree  of  Manufacture,  Canada, 
Selected  Years,  1926-1V4V.  As  Percentages  of  Total  Imports 
of  Merchandise.  From  Data  in  Current  Dollars. 


Year 

1 

Raw 

materials 

* 

Partly 
manuf act. 

3 

Chiefly 

manufact. 

4 

19*6 

27.6 

10.0 

62.4 

19*7 

*5.  6 

10.1 

64.3 

19£8 

25.6 

9.6 

64.8 

19  ad 

*3.0 

8.0 

69.0 

1930 

23.1 

7.7 

69.2 

1931 

23.9 

7.6 

68.5 

1934 

30.1 

8.9 

61.0 

1938 

30.1 

5.5 

64.4 

1945 

27.0 

5.9 

67.1 

1948 

27.9 

7.4 

64.7 

1949 

25.0 

7.2 

67.8 

1926-1931  calendar: 
1934  fiscal: 

1938  fiscal: 

1945  calendar: 

1948  calendar: 

1949  calendar: 


C.Y.B.  1932,  p.  410. 

C.Y.B.  1934/35,  p.  546-7. 
ffTT.3.  1939.  p.  500. 
computed  from  C.Y.B.  1947, 
computed  from  C.Y.B.  1930, 
computed  from  C.Y.B.  1951, 


p.  895. 
p.  937. 
p.  918-9. 


TABLE  2  0 


Imports  and  Exports  according  to  the  Degree  or  Manufacture, 
the  United  States,  192o-l931.  As  Percentages  o f  Total 
Imports  and  Exports.  From  Data  in  Current  Dollars. 


Year 

Haw 

Partly 

Chiefly 

Materials 

Manufactured 

Manufactured 

1 

2 

3 

4 

Imports  1926 

64.5 

17.8 

27.7 

1927 

61.1 

17.8 

31.1 

1928 

60.3 

18.0 

31.7 

1929 

47.9 

19.8 

32.3 

1930 

40.5 

20.4 

33.1 

1931 

45.8 

18.7 

35.5 

Exports  1926 

33.4 

13.6 

53.0 

1927 

35.0 

14.1 

50.9 

1928 

32.3 

14.9 

52.9 

1929 

29.6 

13.8 

56.6 

1930 

27.0 

13.8 

59.2 

1931 

29.1 

13.3 

57.6 

C.Y.B.  1932,  p.  410 


TABLE  21 


Export  ana  Import  Price  Deflators  ^price  indexes), 
Canada,  1926-1952  (1935-9  =  100). 


Year 

Export 

Import 

External  Terms  of  Trade 

Prices 

Prices 

(Export  by  Import  Prices) 

1 

2 

3 

4 

1926 

136.7 

134.2 

1.02 

1927 

132*6 

127.9 

1.04 

1926 

157.4 

125.0 

1.02 

1929 

1 24  .  2 

155.3 

1.01 

1950 

111.1 

115.5 

0.99 

1951 

91.7 

98.3 

0.93 

1932 

62.5 

95.9 

0.86 

1933 

64.1 

90.9 

0.93 

1954 

95.5 

97.9 

0.94 

1955 

93*6 

95.9 

0.98 

193o 

96.1 

97.7 

1.00 

1937 

107  o4 

105.4 

1.02 

1936 

100.4 

99.7 

1.01 

1939 

97.1 

99.9 

0.97 

1940 

107.6 

111.9 

0.9b 

1941 

112.4 

119.8 

0.94 

1942 

121.4 

1 5o  .4 

0.91 

1943 

126.3 

141.9 

0.89 

1944 

136.2 

145.7 

0.94 

1945 

141.2 

145.2 

0.97 

194o 

154.4 

149.1 

1.04 

1947 

177.2 

171.4 

1.03 

1946 

192.7 

194.5 

0.99 

1949 

199.0 

200.9 

0.99 

1950 

206.4 

215.4 

0.96 

1951 

229.2 

239.9 

0.96 

1952 

227.5 

221.8 

1.03 

National 

Accounts, 

1920-1950. 

National 

Accounts, 

1949-1952. 

TABLE 


2  2 


Wholesale  Price  Indexes,  Canada,  1926-1949  (1935-9  »  100). 


Year 

U-ene  ral 

Raw  and 

Fully  and 

Terms  or  Internal 

Wholesale  Partly 

Chiefly 

Trade 

Index 

Manuf ac t • 

Manufact. 

(item  3  over  4) 

1 

2 

3 

4 

5 

192b 

130.3 

129.1 

133.0 

0.97 

1927 

12?. 3 

129.0 

126.3 

1.01 

1926 

125. b 

125.9 

126.3 

1.00 

1929 

124.6 

126.1 

123.7 

1.00 

19  SO 

112.9 

107.5 

116.1 

0.93 

1931 

94.0 

63.2 

99.5 

0.84 

1932 

8b. 9 

75.5 

92.6 

0.81 

1933 

8?. 4 

79.3 

93.3 

0.85 

1934 

93.4 

89.9 

97.7 

0.92 

1935 

94.4 

93.8 

94.7 

0.99 

1936 

9b.? 

9?. 9 

9b. 1 

1.02 

193? 

10?. 6 

114.1 

104.4 

1.09 

1936 

101.9 

99.2 

103.5 

0.96 

1939 

99.3 

95.1 

101.9 

0.93 

1940 

106.2 

103.5 

109.9 

0.94 

1941 

11b  .b 

115.0 

118.8 

0.97 

1942 

123.3 

123.7 

123.7 

1.00 

1943 

128.3 

132.1 

126.9 

1.04 

1944 

130.9 

135.3 

129.1 

1.13 

1945 

132.4 

137.2 

129.8 

1.06 

1946 

139.2 

141.0 

138.0 

1.02 

194? 

163.6 

165.2 

162.4 

1.02 

1948 

193.9 

197.7 

192.4 

1.03 

1949 

198.9 

198.9 

199.2 

1.00 

Wholesale  Price  Indexes,  1913-1950,  (DBS  Hererence  Paper, 
So.  24,  Ottawa,  1951.) 


TABLE  a  a 


Individual  Commodity  Wholesale  Price  Indexes,  Canada, 
192b-194B  (prices  19 Bb  =  100). 


Year 

Wheat  lo. 

Newsprint 

Ground 

Copper 

Lead 

Zinc 

Manitoba 

Northern 

Woodpulp 

1 

2 

3 

4 

5 

6 

7 

1926 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

1927 

99.0 

100.0 

93.7 

93.8 

82.4 

87.3 

1928 

90.2 

97.7 

89.5 

104.0 

74.3 

80.9 

1929 

89.8 

84.9 

92.2 

126.7 

81.9 

77.8 

1920 

63.0 

84.9 

94.3 

95.0 

67.4 

57.6 

1931 

39.3 

77.2 

86.0 

63.5 

51.1 

44.9 

1932 

37.2 

66.8 

72.6 

47 . 7 

43.1 

42.2 

1933 

40.8 

52.  6 

68.9 

55.1 

45.4 

50.9 

1934 

50.0 

51.1 

70.4 

52.1 

41.8 

46.0 

1935 

56.5 

51.1 

64.6 

53.8 

48.1 

45.2 

1936 

62.7 

52.6 

67.7 

63.9 

56.9 

47.1 

1937 

89.6 

55.5 

84.2 

88.1 

71.1 

63.4 

1938 

67.9 

66.7 

73.3 

66.9 

51.2 

44.2 

1939 

43.1 

68.5 

78.7 

68.3 

51.9 

46.1 

1940 

51.6 

72.8 

108.5 

72.7 

61.3 

58.4 

1941 

50.0 

72.8 

110.7 

72.9 

61.3 

58.4 

1942 

55.8 

72.8 

126.4 

72.9 

61.3 

58.4 

1943 

71.9 

80.6 

127.3 

72.9 

61.3 

58.4 

1944 

83.  6 

bo.3 

137.5 

72.9 

61.3 

58.4 

1945 

83.6 

90.1 

138.4 

72.9 

61.3 

58.4 

1946 

83.6 

105.5 

155.6 

72.9 

61.3 

58.4 

1947 

102.0 

122.3 

198.8 

121.2 

147.0 

106.3 

1948 

119.0 

133.1 

203.8 

141.9 

200.1 

143.6 

Price 

and  Price 

Indexes,  1948,  (PBS, 

Ottawa, 

1949) ,  p. 

iV-2^,  table  6. 
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TABLE  2  4 


Average  Value  o t  1  line  oz.  ot  Silver  ana  1  lb*  ox  Nickel, 
Canada,  1926-1939.  In  Dollars* 


Year  Silver  Nickel 

12  3 


1926 

1927 

1928 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 


0®  t>29 
0*57 
0.56b 
0.536 

0.387 

0.29 

0.317 

0.378 

0.475 

0.651 

0.451 

0.449 

0.435 

0.405 


0.219 

0.229 

0.23 

0.24b 

0.23b 

0.233 

0.237 

0.242 

0.250 

0.255 

0.288 

0.2b4 

0.256 

0.234 


Private  and  Public  Investment  in  Canada,  1925-1951, 

l DBS,  Ottawa,  1S51J,  p.  153. 


TABLE  2  5 


Index  Numbers  of  Wholesale  Prices  of  Esported  Merchandise, 
Canada,  for  the  Fiscal  Years  1920-1938  (192b  *  100) • 


Year 

1 

Vegetab. 

&  their 
products 

2 

Wood, 
woodpulp 
&  paper 

3 

Iron  & 
its 

products 

4 

Konferr. 

metals 

5 

Total 

wholesale 

6 

1926 

100.0 

100.0 

100.0 

100.0 

100.0 

1927 

97.0 

99.1 

97.4 

90.7 

97.8 

1928 

88.8 

98.7 

91.9 

87.5 

94.2 

1929 

89.3 

91.9 

91.3 

88.0 

92.2 

1930 

65.3 

87.3 

87.4 

75.4 

77.4 

1931 

41.7 

78.3 

82.  7 

ob. 2 

60.5 

1932 

40.4 

68.1 

81.3 

65.2 

54.9 

1933 

44.9 

60.0 

75.8 

68.6 

55.2 

1934 

53.4 

62.5 

78.0 

67.8 

60.6 

1935 

56.7 

60.8 

78.0 

73.8 

62.2 

1936 

63.9 

65.0 

80.1 

71.1 

66.  8 

1937 

87.2 

72.1 

95.2 

79.9 

81.1 

1938 

66.4 

73.4 

93.9 

70.7 

70.9 

C.Y«B»  1939,  p,  859 


TABLE  2  O 


Index  Numbers  of  Physical  Volume  of  Exports  of  Merchandise, 
Canada,  for  the  Fiscal  Years  1920-1938  (192b  =  100). 


Year 

1 

Vegetab. 

&  their 
products 

2 

Wood, 
woodpulp 
&  paper 

3 

Iron  & 
its 

products 

4 

Nonferr. 

metals 

5 

Total 

Wholesale 

6 

1926 

100.0 

100.0 

100.0 

100.0 

100.0 

1927 

97.4 

104.0 

100.1 

64.0 

97.o 

1928 

99.4 

107.7 

82.0 

105.8 

99.0 

1929 

129.0 

110.9 

133.0 

136.5 

117.7 

1930 

74.7 

115.9 

122.4 

167.8 

95.4 

1931 

80.4 

97.1 

79.3 

121.0 

63.5 

1932 

72.6 

83.1 

26.9 

144.1 

76.6 

1933 

79.6 

00.4 

29.0 

126.9 

74.2 

1934 

66.2 

89.1 

58.4 

164.7 

80.2 

1935  1/75.7 

88.4 

92.4 

159.2 

83.7 

1936  1/76.0 

68.7 

llo.8 

192.3 

88.9 

1937  1/85.8 

93.8 

113.5 

201.5 

95.1 

1938  1/97.0 

«»  —  —  —  — 

102.0 

139.2 

217.5 

101.6 

1926-1926; 

1929-1934: 

1935-1936: 


C.Y.B.  1932,  p.  496. 
C.Y.B.  1934,  p.  034-5. 
C.Y.B*  1939,  p.  557. 


1/  Computed  rrom  data  based  on  1930  s  100 


TABLE  2  7 


Exports  or  Merchandise  according  to  the  Kind  of  Produce, 
Canada,  1926-1939,  1945-1949.  In  Millions  or  Current 
Dollars. 


Year 

Agricult. 

Wood, 

Iron  & 

Nonrerr. 

Total 

&vegetab. 

woodpulp 

its 

me tals 

exports 

products 

Sc  paper 

products 

1 

2 

3 

4 

5 

6 

1926 

588.9 

286.3 

75.6 

74.7 

1261.2 

1927 

575.0 

284.1 

74.3 

82.6 

1252*2 

1928 

555.1 

284.5 

62.8 

90.8 

1226.4 

1929 

646.5 

288.7 

82.3 

112.8 

1363.7 

1930 

384.3 

289.6 

78.6 

154.3 

1120.3 

1931 

292.3 

230.6 

38.9 

95.7 

799.7 

1932 

204.4 

175.7 

15.4 

69.1 

576.3 

1933 

203.4 

120.9 

17.3 

42.6 

473.8 

1934 

205.8 

143.1 

26.6 

81.8 

579.3 

1935 

226 . 2 

1(60.9 

40.7 

191.3 

756.6 

1936 

242.9 

181.8 

52.4 

212.6 

849.0 

1937 

346.5 

223.4 

53.2 

230.2 

1061.2 

1938 

235.3 

253.4 

69.8 

292.5 

1070.2 

1939 

220.1 

242.5 

63.1 

182.9 

924.9 

1945 

819.4 

468.0 

555.1 

552.5 

3218.3 

194b 

578.5 

625.6 

227.5 

247.8 

2312.2 

194'/ 

683.7 

886.2 

27  3  o  2 

303.9 

2774.9 

1948 

643.7 

953.7 

281.5 

395.9 

3075.4 

1949 

773.0 

875.3 

292.9 

42b  .b 

2993.0 

1926 

calendars 

C.Y.B. 

1947, 

P* 

890-1. 

1927 

fiscal  : 

C.Y.B. 

1932, 

P* 

495-6. 

1928-1930 

fiscal  ; 

C.Y.B. 

1932, 

P. 

424. 

1931-1934 

fiscal  : 

C.Y.B. 

1934/35, 

p.  562. 

1935-1936 

fiscal  s 

575717 

1939, 

P« 

510-1. 

1937-1938 

fiscal  s 

C.Y.B. 

1939, 

P* 

487. 

1939&1945— 1946 

calendar: 

C.Y.B. 

1947, 

P* 

890-1. 

1947-1949 

calendar: 

C.Y.B. 

' 1951, 

P* 

902-9. 

TABLE  2  8 


Exports  or  Merchandise  according  to  the  Kind  or  Produce, 
Canada,  1926-1939,  1945-1949.  In  Percentages  or  Total 
Exports*  From  Bata  in  Current  Dollars. 


Year 

Agricult. 

Wood, 

Iron  & 

Konferr. 

&  vegetab 

•woodpulp 

its 

metals 

products 

&  paper 

products 

X 

2 

3 

4 

5 

1926 

46.7 

22.7 

O.0 

5.9 

192'/ 

45.8 

£2.  6 

5.9 

6.6 

1928 

45.2 

23.2 

5.1 

7.4 

1929 

47.4 

21.3 

0.0 

8.3 

1930 

34.3 

25.8 

7.0 

13.6 

1931 

36.5 

28.8 

4.9 

12.0 

1932 

35.5 

30.5 

2.7 

12.0 

1933 

42.9 

25.5 

3.7 

9.0 

1934 

35.5 

24.7 

4.0 

14.1 

1935 

29.9 

21. 2 

5.4 

25.3 

1936 

28.0 

21.4 

0.2 

25.0 

1937 

32.0 

21.4 

5.0 

21.7 

1938 

22. 0 

23.7 

0.5 

27.3 

1939 

23.8 

20.2 

0.  8 

19.8 

1945 

25.5 

15.2 

17.2 

11.0 

1940 

25.0 

27.1 

9.8 

10.5 

1947 

24.7 

31.9 

9.8 

10.9 

1948 

20.9 

31.0 

9.1 

12.9 

1949 

26.0 

29.3 

9.7 

14.3 

1926/9 

40.3 

22.4 

5.  6 

7.0 

Arithm.  me 

1930/? 

34.  5 

24.9 

4.9 

10.6 

as  above 

1946/9 

24.4 

29.8 

9.6 

12.1 

as  above 

Sources  and  calendar  or  fiscal  years  as  in  table  27 


a 


l 


Exports  or  Merchandise  no  the  United  Kingdom  according  to 
the  Kind  or  Produce,  Canada,  I9£b-1939,  1945-1949.  In 
Millions  or  Current  Dollars* 


Year 

Agricult. 

Wood, 

Iron  & 

Nonferr. 

Total 

Avegetab. 

wood pulp 

its 

metals 

exports 

products 

paper 

products 

to  (J  .K. 

1 

2 

3 

4 

5 

6 

1926 

339.3 

lb. 4 

o.9 

13.8 

459.2 

1927 

330.1 

15.  a 

8.1 

14.2 

468.8 

1928 

310.2 

17.2 

8.2 

15.7 

410.7 

1929 

325.1 

££.4 

6.7 

lb. 3 

429.7 

1930 

18b. 5 

21.5 

8.8 

15.4 

281.7 

1931 

141.1 

17.4 

4.1 

17 . 2 

219.2 

1932 

98.7 

15.7 

3.8 

17.3 

174.0 

1933 

114.2 

11.3 

5.b 

14.  b 

184.4 

1934 

112.5 

aO  .4 

5.2 

35.8 

227.6 

1935 

127  .7 

35 . 5 

10.1 

b3.1 

290.9 

1936 

154.3 

28.6 

11.2 

61.8 

321.6 

1937 

197.1 

2o.l 

13.0 

75.8 

408.0 

1938 

145.3 

45.4 

lb. 5 

107.9 

409.4 

1939 

94.2 

43.6 

18.0 

83.4 

328.1 

1945 

237.0 

98.5 

162.5 

78.4 

963.2 

1946 

224.3 

85.0 

17.1 

82.0 

597.5 

1947 

319.9 

136.1 

21.7 

99.0 

751.2 

1948 

271.9 

100.6 

21.9 

131.9 

686.9 

1949 

341.0 

84.8 

22.1 

147.9 

705.0 

Sources  and  calendar 


or  fiscal  years  as  in  table  27 


Exports  of  Merchandise  to  the  United  States  according  to 
the  Kind  of  Produce,  Canada,  1926-1929,  1945-1949.  In 
Millions  of  Current  Dollars* 


Year 

Agricult* 

Wood, 

Iron  & 

Nonf err. 

Total  exports 

Avegetah. 

woodpulp 

its 

metals 

to  the 

products 

&  paper 

products 

U.S. 

1 

2 

2 

4 

5 

6 

1926 

61.1 

244.1 

10.1 

32.1 

457.9 

1927 

oO  *0 

242.0 

10.7 

41.0 

465.4 

1928 

56.1 

239.0 

8.8 

44.1 

478.1 

1929 

58.5 

235.7 

11.2 

63.2 

499.6 

1920 

48.6 

237.7 

11.6 

101.7 

515.0 

1921 

27.6 

188.9 

6.1 

58.8 

349.7 

1932 

11.0 

140.5 

3.1 

36.  2 

235.2 

1933 

3.9 

93.9 

2.0 

13.8 

143.2 

1934 

22.3 

102.2 

4.3 

22.4 

194.4 

1935 

43.1 

108.7 

2.7 

105.2 

204.7 

193c 

44.7 

125.2 

5.4 

121.8 

360.3 

1937 

73.6 

153.7 

6.1 

117.3 

435.0 

1938 

33.2 

169.0 

6.9 

132.8 

423.1 

1929 

79.5 

165.8 

5.0 

49.5 

380.4 

1945 

279.0 

52 9 .3 

48.4 

214.6 

1197.0 

1946 

113.8 

447.8 

32.0 

98.6 

887.9 

1947 

65.8 

611.  6 

57.5 

100.2 

1034.2 

1948 

139.2 

754.9 

92.2 

166.  5 

1501.0 

1949 

170.6 

709.8 

108.7 

196.9 

1503.5 

Sources  and  calendar  or  fiscal  years  as  in  table  £7 


TABLE  01 


Exports  ox  Merchandise  to  the  United  Kingdom  according  to 
the  Kind  of  Produce,  Canada,  1926-1939,  1945-1949.  As 
Percentages  of  Total  Exports  of  the  Grouped  Commodities* 
From  Bata  in  Current  Dollars . 


Year 

Agricult. 

Wood, 

Iron  & 

Nonf errous 

&vegetab. 

woodpulp 

its 

metals 

products 

&  paper 

products 

1 

2 

3 

4 

5 

1926 

57*b 

5.7 

9.1 

18.5 

1927 

57.4 

5.6 

10.9 

17.2 

1928 

55.9 

6.0 

13.1 

17.3 

1929 

50.3 

7.7 

10.6 

14.5 

1930 

48.5 

7  ®4 

8.7 

10.0 

1931 

48.2 

7.5 

10.5 

18.0 

1932 

48.3 

7.8 

24.7 

25.0 

1933 

56.1 

9.3 

32  o  4 

34.0 

19  34 

54.7 

14.2 

19.9 

43.8 

1935 

56.5 

15.8 

24.8 

33.0 

1936 

63.5 

15.8 

21.4 

29.1 

1937 

56.9 

16.1 

24.4 

32.9 

1938 

61.7 

17.9 

23.  6 

36.5 

1939 

42.8 

18.1 

25.4 

45.6 

1945 

28.9 

20.2 

29.3 

22.1 

1946 

38.8 

13.6 

7.5 

33.1 

1947 

45.8 

15.4 

7.9 

32.6 

1948 

42.2 

10.6 

7.8 

33.3 

1949 

44.1 

9.7 

7.5 

34.7 

1920/9 

55 . 3 

6.2 

10.9 

16.9 

Arithm.  means 

1930/7 

54.1 

11.5 

20.8 

28.2 

of  percentages 

1940/9 

42.7 

12.3 

7.4 

33.4 

Sources  and  calendar  or  fiscal  years  as  in  table  27 
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TABLE  3  2 


Exports  or  Merchandise  -go  the  United  States  according  to 
the  Kind  or  Produce,  Canada,  1926-1939,  1945-1949.  As 
Percentages  oi‘  Total  Exports  or  the  Croupe d  Commodities. 
From  Bata  in  Current  Dollars. 


Year 

Agricult* 

Wood, 

Iron  & 

Uonferrous 

&vegetab. 

woodpulp 

its 

metals 

products 

&  paper 

products 

1 

2 

3 

4 

5 

192b 

10.4 

85.3 

13.4 

43.0 

19a? 

10.4 

os.  a 

14.4 

49.6 

1928 

10.1 

83.6 

14.0 

48.5 

1929 

9.0 

81.6 

13.6 

56.0 

1930 

12*6 

82.1 

14.8 

65.9 

1931 

9.4 

81.9 

15.7 

61.4 

1932 

5.4 

80  oO 

20.1 

52.4 

1933 

1.9 

77o7 

11.6 

32.4 

1934 

10.8 

71.4 

lb.2 

28.4 

1935 

19.1 

67.5 

6.6 

55.0 

193b 

18.4 

68.8 

10.3 

57.3 

193? 

21.2 

68.8 

11.5 

51.0 

1938 

14.1 

66.7 

9.9 

45.4 

1939 

3b. 0 

68.4 

7.9 

27.1 

1945 

34.0 

67.5 

8.7 

60.8 

194b 

19.? 

71.  b 

14.1 

39.8 

194? 

9.6 

69.0 

21.0 

32.? 

1948 

21 .  b 

79.1 

32.8 

42.1 

1949 

22.1 

81.1 

37.2 

4b. 1 

19S6/9 

10.0 

83.9 

13.9 

49.3  Arithm.  means 

1920/7 

12.3 

72.3 

13.4 

50.5  or  percentages 

194o/9 

18.2 

75.2 

ao.3 

40.2 

Sources  and  calendar  or  xiscal  years  as  in  table  2? 


TABLE  3  3 


Acreages,  Yields  and  Values  of  Principal  Crops  Grown,  Canada, 
19 £5-1934.  Acreages  in  Thousands  of  Acres,  fields  in  Bushels 
per  Acre,  Total  Yields  in  Thousands  of  Bushels,  and  Values  in 
Thousands  of  Current  Dollars# 


Year 

Area 

Yield 

Total 

Average 

Total 

yield 

price 

Value 

1 

2 

3 

4 

5 

0 

WHEAT : 

19  at 

207  90 

19.0 

395475 

1.23 

487736 

1926 

2289o 

17.8 

40713d 

1.09 

442221 

19  £7 

224o0 

21.4 

479065 

1.00 

477791 

1928 

24119 

23.5 

566726 

0.80 

451235 

1929 

25255 

12.1 

304520 

1.05 

319715 

1930 

24  by  8 

16.9 

420672 

0.49 

204693 

1931 

20355 

12.2 

321325 

0.38 

123550 

1932 

27182 

lo  .3 

4430 Dl 

0.35 

154760 

1933 

25991 

10.8 

281892 

0.49 

136958 

1934 

23985 

11.5 

278848 

0.59 

163972 

OATS: 

1925 

12556 

32.0 

40 2290 

0.42 

167171 

192b 

12741 

30.1 

383416 

0.48 

184171 

1927 

13240 

33.2 

439713 

0.51 

225879 

1928 

13137 

34.4 

452153 

0.47 

210956 

1929 

12479 

22.7 

282838 

0.59 

lb 8017 

1930 

13259 

31.9 

423148 

0.24 

102919 

1931 

12838 

25.6 

328278 

0.24 

77970 

1932 

13148 

29.8 

391561 

0.19 

7  5988 

1933 

13529 

22.7 

307478 

0.26 

79818 

1934 

13731 

23.4 

321120 

0.33 

105380 

BARLEY: 

1925 

3524 

24.7 

87118 

0.53 

46014 

1926 

3647 

27.4 

99987 

0.52 

52059 

1927 

3506 

27.7 

96938 

0.66 

64193 

1928 

4881 

27.9 

136391 

0 . 56 

7  oil  2 

1929 

59  26 

17.3 

102313 

0.59 

60505 

1930 

5559 

24.3 

135160 

0.20 

27  254 

1931 

3791 

17.8 

07383 

0.26 

17465 

1932 

37  58 

21.5 

80773 

0.23 

18855 

1933 

3658 

17.3 

63359 

0.30 

18954 

1934 

3613 

17.6 

03742 

0.46 

29107 

C#Y#B#  1934/35,  p.  £57-8 
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TABLE  2  4 


New  Investment  in  Durable  Physical  Assets  in  Agriculture  and 
Farm  Gash  Income,  Canada,  192b-l951.  In  Millions  oi  Current 
Dollars. 


Year 

1 

New  investment 

2 

Farm  Cash  Income 
2 

$ 

$ 

lfeiit) 

89.0 

9b2 

19  £7 

109.0 

'941 

1928 

12b.  9 

1072 

19  £9 

121.4 

92b 

lv  so 

8b. 1 

b41 

1921 

3t>.3 

450 

1SS2 

28.7 

289 

1922 

19.2 

402 

1924 

2b. 1 

492 

1922 

41.0 

520 

192b 

52.8 

580 

1927 

72.5 

b40 

1928 

77.4 

881 

1929 

74.7 

717 

1940 

95.4 

748 

1941 

104.2 

89b 

1942 

87.1 

1099 

1942 

55.8 

1407 

1944 

95.0 

1829 

1945 

ilb.4 

1898 

194  b 

188.1 

1742 

1947 

255.5 

1987 

1948 

220.7 

2482 

1949 

401.2 

2495 

1950 

422.4 

2424 

1951 

402.0 

N.a. 

Private 

da  Public 

Investment  in  Canada,  19 28-1951,  (DBS, 

Ottawa, 

,  p. 

152. 
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Production  of  woodpulp  and  Newsprint,  Canada,  1*26-1*47. 
Quantities  in  Millions  of  Ions,  Values  in  Millions  of 
Current  Dollars* 


Year 

Woodpulp 

iiew  sprint 

Quantity 

Value 

Quantity  Value 

1 

2 

3 

4  5 

1*26 

3.2 

115.2 

1.9 

121.1 

1*27 

3.3 

114.4 

2.1 

132.3 

1*28 

3.6 

121.2 

2.4 

144.1 

1*2* 

4.0 

129.0 

2.7 

150.8 

1*30 

3.6 

112.4 

2.5 

136.2 

1*31 

3.2 

84.8 

2.2 

111.4 

1*32 

2.7 

64.4 

1.9 

85.5 

1*33 

3.0 

64.1 

2.0 

67.0 

1*34 

3.6 

75.7 

2.6 

86.8 

1*35 

3.* 

79.7 

2.8 

88.4 

l*3o 

4.5 

*2.3 

3.2 

105.2 

1*37 

5.1 

116.7 

3.7 

126.4 

1*36 

3.7 

87.9 

2.7 

107.1 

1*3* 

4.2 

97.1 

2.9 

120.9 

1*40 

5.3 

14*. 0 

3.5 

158.4 

1*41 

5.7 

175.4 

3.5 

158.9 

1*42 

5.6 

1*2.1 

3.3 

147.1 

1*43 

5.3 

1*4.5 

3.0 

153.0 

1*44 

5.3 

211.0 

3.0 

165.7 

1*45 

5.6 

231.* 

3.3 

16*. 0 

1*46 

6.6 

287.6 

4.2 

280.8 

1*47 

7.3 

403.9 

4.5 

355.5 

1*26-1930: 

1*31-1*45: 

1*46-1*47: 


C.Y.B.  1*34/35, 

C.Y.B.  1*47,  p. 
C.Y.B.  1*50,  p. 


p.  330  &  334. 
410-1. 

475-7. 


TABLE  3  6 


Production  and  Exports  of  Pulpwood,  Canada,  1926-1947 • 
Quantities  in  Millions  of  Cords,  Values  in  Millions  of 
Dollars,  and  Average  Value  per  Cord  in  Dollars. 


Vfi  a  r» 

Apparent  Total  Production 
of  Pulpwood  in  Canada 

Exported 

unmanufactured 

iear 

1 

Quantity  Value 

2  3 

Average 
value 
per  cord 

4 

Quantity 

6 

Percentage  of 
total 

production 

0 

1926 

5*6 

68.1 

12.11 

1.4 

24 . 8 

1927 

5o9 

70.3 

11.85 

1.5 

26.0 

1928 

6.3 

74.6 

11.85 

1.5 

24.3 

1929 

6*5 

76.1 

11.65 

1.3 

19.8 

1930 

6.0 

67.5 

11.30 

1.3 

22.3 

1931 

5.0 

52.0 

10.30 

1.0 

19.0 

1932 

4.2 

36.8 

8.70 

0.6 

14.7 

1933 

4.7 

33 . 2 

7.00 

0.7 

15.1 

1934 

5.8 

38.3 

6 . 63 

1.0 

17.7 

1936 

6.1 

41.2 

6.76 

1.1 

18.2 

193b 

7.0 

48.7 

6.95 

1.2 

17.6 

1937 

8.3 

63.1 

7.60 

1.7 

20.5 

1938 

o.4 

53.8 

8.45 

1.5 

27.2 

1939 

b.  9 

58.3 

8.45 

1.5 

22. 3 

1940 

8.5 

74.3 

8.75 

1.6 

18.3 

1941 

9.5 

88.2 

9.24 

1.9 

19.4 

1942 

9.7 

103.6 

10.73 

2.0 

20.6 

1943 

8.8 

110.8 

12.59 

1.5 

17.5 

1944 

$.7 

124.4 

14.35 

1.5 

17.3 

1945 

9.1 

146.2 

15.98 

1.7 

18.3 

1946 

10.5 

183.1 

17.40 

1.9 

17.6 

1947 

11.5 

237.5 

20 . 65 

2.0 

17.3 

1920-1930: 

C.Y.B. 

1934/5,  p.  329. 

1930-1945: 

C.Y.B. 

1947,  p.  408. 

1946-1947: 

C.Y.B. 

1950,  p.  473. 

New  Investment  in  Durable  Physical  Assets  and  Gross  Value 
or  Primary  Woods  Operations,  Canada,  19£6-1951.  In 
Millions  or  Current  Dollars* 


Year 

New  Investment 

Value  of 

Woods  Operations 

1 

£ 

3 

I9£b 

b.l 

£04 

19£7 

b.l 

£0  b 

19£8 

b  *5 

£13 

19  £9 

5.7 

££0 

1930 

5.9 

£07 

1931 

3.7 

141 

193£ 

£•  £ 

9£ 

1933 

£.4 

94 

1934 

£.9 

10  b 

1935 

3.£ 

115 

193b 

4.0 

135 

1937 

5.1 

lb3 

1938 

4.5 

148 

1939 

4.9 

158 

1940 

b.3 

195 

1941 

7.3 

£13 

I94£ 

7.3 

£34 

1943 

b  •£ 

£b9 

1944 

13.7 

30  £ 

1945 

l£.l 

334 

194  b 

13.8 

413 

1947 

3£»  8 

5£0 

1948 

£8.0 

58b 

1949 

£b.O 

590 

1950 

30.0 

808 

1951 

34.0 

N.a 

Private 

&  Public  Investment  in  Canada,  19£b-1951,  (DBS, 

Ottawa, 

1951),  p.  153. 

•TABLE  3  b 


Values  of  Production  of  Seleoted  MonXerrous  Metals,  Canada, 
1926-1948.  In  Millions  ox  Current  Dollars. 


Year 

1 

Copper 

2 

Lead 

2 

Zinc 

4 

Gold 

5 

Silver 

6 

Kicicel 

7 

1*^0 

17.5 

1*  .2 

11.1 

26.2 

12.9 

14.4 

1*27 

17.2 

lb. 5 

10.3 

28.2 

12.9 

15.2 

1928 

28.8 

15.6 

10.1 

29.1 

12.  8 

22.2 

1929 

42.4 

18.5 

10.8 

29.9 

12.2 

27.1 

1*20 

27.* 

12.1 

9.6 

42.5 

10.1 

24 . 5 

1*21 

24.1 

7.2 

0.1 

—SSii.A/  o.l 

15.2 

1*22 

15.2 

5.4 

4.1 

71.5 

5.8 

7.2 

1*22 

21  •  5 

8.4 

8.4 

84.4 

5.7 

20.1 

1*24 

28.7 

8.4 

9.1 

102.5 

7.8 

22.1 

1*25 

22.2 

10.8 

9.9 

115.8 

10.8 

25.2 

1*26 

2*.  5 

15.0 

11.0 

121.2 

8.2 

48.9 

1*27 

ob.* 

21.1 

18.2 

142.2 

10.2 

59.5 

1*28 

56.8 

14.0 

11.7 

166 . 2 

9.7 

52.9 

1*5* 

80.9 

12.2 

12.1 

184.1 

9.4 

50.9 

1940 

85.8 

15. -9 

14.5 

204.5 

9.1 

59.8 

1*41 

04.4 

15.5 

17.5 

205.8 

8.2 

68.7 

1*42 

00.4 

17.2 

19.8 

186.4 

8.7 

70.0 

1*42 

87.2 

16.7 

24.4 

140.6 

7.8 

71.7 

1*44 

85.2 

12.7 

22.7 

112.5 

5.9 

0*  .2 

1*45 

5*.  2 

17.2 

22.2 

102.8 

6.1 

62.0 

l*4b 

47.0 

22.* 

28.9 

102.2 

10.8 

46.8 

1*47 

*1.5 

44.2 

46.7 

107.5 

9.0 

70.7 

1948  2/  107.1 

80.7 

64.7 

122.2 

11.7 

85.6 

1920-1928: 

1929- 1935: 

1930- 1946: 
194?-1948: 


C.Y.B.  1939, pp.  334-330,  342,  344  &  347. 
C.Y.3.  l94o,pp.  331-335. 

C.Y.B.'  T947,pp.  457,  459-463. 

C.Y.B.  1950, pp.  528-529  &  531-533. 


1/  Below  line  world  price  in  Canadian  Xunds,  above  tne  line 
1  line  ounce  oX  gold  =  $20. 671834 


2/  Subject  to  revision. 


TABLE  3  9 


Quantities  ox  Production  ox'  selected  NonXerrous  Metals, 
1926-1948  (copper,  lead,  zinc  and  nickel  in  millions  ox 
lbs.,  gold  and  silver  in  millions  oX  Xine  oz.). 


Year 

1 

Copper 

2 

Lead 

3 

Zinc 

4 

Gold 

5 

Silver 

6 

Wickel 

7 

1986 

133.1 

283.8 

149.9 

1.8 

88.4 

65.7 

19  &  7 

140.1 

311.4 

165.5 

1.9 

22.7 

66.8 

iy£8 

202.7 

337.9 

184.  b 

1.9 

21.9 

96.8 

1929 

248.1 

326 .  5 

197.5 

1.9 

23.1 

110.3 

iyso 

303.5 

338.9 

867  .6 

8.1 

8b .  4 

103.8 

1931 

292.3 

867.3 

837.8 

8.7 

20.6 

65.7 

1932 

£47 . 7 

855.9 

178.3 

3.0 

18.3 

30.3 

1933 

300.0 

866.5 

199.1 

8.9 

15.2 

83.3 

1934 

364.8 

346.3 

898.6 

3.0 

16.4 

128.7 

1935 

419.  U 

339.1 

380 . 6 

3.3 

16.6 

138.5 

193b 

421.0 

383.8 

333 . 8 

3.7 

18.3 

169.7 

1937 

530.1 

418.0 

370.3 

4.1 

23.0 

224.9 

1938 

571.  £ 

418.9 

381.5 

4.7 

22.2 

210.6 

1939 

608.8 

388.0 

394.5 

5.1 

23.2 

226.1 

1940 

655.6 

471.9 

484.0 

5.3 

23. 8 

245.6 

1941 

b43.3 

460.8 

518.4 

5.3 

21.8 

282.3 

194  2 

603.7 

518.1 

580.3 

4.8 

20.7 

285.2 

1943 

575. £ 

444.1 

610.8 

3.7 

17.3 

288.0 

1944 

547  .1 

304.6 

550.8 

8.9 

13.6 

274.6 

1945 

474.9 

347.0 

517.8 

8.7 

12.9 

245.1 

194  b 

371.1 

354.4 

471.8 

2.8 

12.7 

190.8 

1947 

451.7 

383.3 

415.7 

3.1 

12.5 

237.9 

1948  1/  479.8 

336.6 

464.8 

3.5 

15.6 

257.7 

Source  as  in  table  3b. 
1/  Subject  to  revision 


TABLE  40 


New  Investment  in  Durable  Physical  Assets  and  Cross  Value 
of  Primary  Mining  Operations,  Canada,  I92b-195i,  in 
Millions  of  Current  Dollars. 


Year 

New  Investment 

Value  or  Mineral 
Production 

1 

a 

3 

19&o 

17.0 

240 

1927 

18.0 

347 

1928 

33.1 

275 

1929 

4b. 3 

311 

1930 

45.4 

280 

1931 

23.0 

230 

1932 

7.3 

191 

1933 

8.7 

221 

1934 

11.4 

27  b 

1935 

31.3 

312 

193b 

31.1 

362 

1937 

33.4 

457 

193b 

33.6 

442 

1939 

30.7 

475 

1940 

39.1 

530 

1941 

31.9 

560 

1943 

2i  .  b 

5b  7 

1943 

15. b 

530 

1944 

lb. 9 

48b 

1945 

15. b 

499 

194b 

38.5 

503 

1947 

71.0 

645 

1948 

105.0 

820 

1949 

133.0 

901 

1950 

134.0 

1041 

1951 

164.0 

N.  a. 

Private 

&  Public  Investment  in  Canada, 

1920-1961,  (DBS, 

Ottawa, 

1951),  p.  153. 

TABLE  4  1 


Net  Value  of  Production,  Selected  Lines,  Canada,  1926-1951, 
In  Millions  of  Current  Dollars. 


Year 

Agricult.  Forestry 

Mining 

Total  Product. 

1 

2 

3 

4 

5 

1926 

1400.2 

312.6 

240.4 

3640.4 

1927 

1522.9 

311.9 

247.4 

3901.5 

1928 

1501.3 

323.7 

275.0 

41 22 .  5 

1929 

1034.1 

337.6 

310.9 

3946.6 

1930 

758.8 

303.1 

279.9 

3216.7 

1931 

536.2 

200.7 

228.0 

2500.2 

1932 

5b5.4 

133.4 

191.2 

2104.9 

1933 

561.3 

128.6 

221.5 

2243.7 

iys4 

674.0 

156.9 

278.2 

2671.1 

iy3b 

617.9 

iye.5 

238. 6 

2582.7 

162b 

b79.3 

231.9 

292.0 

2876.6 

1637 

679  oO 

284.5 

372 . 8 

3305.6 

16 £b- 1626: 

C.Y.B. 

1932,  p.  167. 

1630-1632: 

C.Y.3. 

1934/5,  p. 

233. 

1633-1634: 

C.Y.B. 

1637 ,  p.  214. 

1635: 

C.Y.B. 

1939,  p.  178. 

16 3b- 16 37: 

C.Y.B. 

1640,  p.  171. 

1938 

615.6 

89  cO 

273.7 

2754.9 

1939 

710.5 

94.6 

297.7 

2997.3 

1940 

1/ 

i/ 

1/ 

1/ 

1941 

V 

i/ 

V 

V 

1942 

1361.7 

138.6 

365.3 

5752.4 

1943 

1233.1 

156.6 

342.6 

6113.4 

1944 

1533.8 

17  5*0 

310.1 

6569 • 5 

1945 

1269.4 

202.9 

299.1 

5900.0 

194o 

1468.0 

249.9 

322  «  2 

6234.6 

1947 

1507.5 

318.3 

402.5 

7428.5 

1948 

2045.7 

360.9 

538.8 

9058.3 

1949 

2019.3 

346.5 

570.2 

9686.0 

1950 

1883.0 

381.3 

657.3 

10558.6 

1951 

2685.4 

484.3 

770.1 

12934.4 

Survey  of 

Production,  1938-1951,  (DBS, 

Ottawa,  1953).  This 

source  computes  its  data  in  a 

different  way  and  it  is  not 

exactly  comparable 

with  data  given  in 

Canada  Year  Books. 

1/  Figures  given  in  Canada  Year  Book  1947,  p.  317/8  do  not 
fit  the  figures  given  in  Survey  or  Production,  1938-1951, 
for  the  years  before  1940  and  after  1941. 


table  4  z 


Net  Value  of  Production,  Selected  Lines,  Canada,  I9£b-1951. 
As  Percentages  of  Total  Production.  From  Bata  in  Current 
Dollars* 


Year 

Ag  r i  cu  1 1 .  Fo  re  s  try 

Mining 

1 

£  2 

4 

19£b 

28.5 

8.6 

b  •  6 

19  £7 

26.7 

8.0 

b .  2 

1928 

24.0 

7.2 

6.2 

19£9 

£b.£ 

8  •  b 

7.9 

iygo 

£2.6 

9.4 

8.7 

19  Si 

£1.5 

8.0 

9.1 

1922 

2t> .  9 

b  •  2 

9.1 

1922 

£5.5 

5.7 

9.9 

1924 

£5.£ 

5.9 

9.9 

1925 

£2.9 

7.7 

9.2 

192b 

22.  b 

6.1 

10.2 

1927 

£0.5 

8  •  b 

11.2 

Source  as 

in  table 

41. 

1928 

££.4 

2.2 

9.9 

1929 

£2.7 

2.2 

9.9 

1940 

£1  •  £ 

2.2 

9.2 

1941 

17.2 

2.1 

8.2 

194£ 

£2.7 

£.4 

6.4 

1942 

£0  •  £ 

£  .  5 

5.6 

1944 

£2 . 2 

£.7 

4.7 

1945 

£1.5 

2.4 

5.1 

194b 

£2.5 

4.0 

5.2 

1947 

£0 . 2 

4.2 

5.4 

1948 

££•  b 

4.0 

5.9 

1949 

£0.8 

2.6 

5.9 

1950 

17.8 

2*6 

b.  £ 

1951 

£0 . 8 

2.7 

b.O 

Source  as 

in  table 

41. 

1926-9 

22.9 

8.1 

6.7 

Aritimu  mean  of 

1920-7 

£2.b 

7.5 

9.7 

percentages 

194b-9 

£1.9 

4.0 

5.  b 

TABLE  43 


Production  of  Selected  Metals,  ,i/orld,  Selected  Years, 
1928-1941.  Gold  and  Silver  in  Millions  of  Fine  Oz., 
Copper  in  Millions  of  Lbs. 


Year 

1 

Gold 

2 

Silver 

3 

Copper 

4 

IV  2b 

19.1 

253.8 

3275.0 

1927 

19.1 

254.0 

3384.7 

1V28 

lb. 9 

257.9 

3785.8 

1929 

19.2 

2bl.O 

4300.8 

1930 

20.9 

248.7 

3539.2 

1931 

22 . 3 

195.9 

3048.4 

1932 

24.1 

184.9 

1993.8 

1933 

25.4 

189.2 

2240. 0 

1934 

27.4 

190.4 

19  35 

30.0 

220.7 

193b 

32.9 

25o .  7 

1937 

35.1 

274.8 

193b 

37.7 

287.8 

1939 

39.5 

285.9 

1940 

41.1 

272.9 

1941 

40.3 

282.9 

Bata  with  regard  to 

gold  and  silver:  C.Y.B.  1947,  p.  483. 

copper:  computed  from  C«Y«B«  1934/35,  p.  40b. 


APPENDIX  A. 

Income  Created  by  Government  Dei lei t  Spending,  Canada,  1930-1938. 
In  Millions  of  Current  Dollars.  (According  to  the  multiplier 
theory;  assumed  three  months  periods,  and  marginal  propensity 
to  consume  of  0.6). 


Yearly 

Quarterly 

Spent 

fotal 

Deficit  created 

Year 

deficit 

deficit 

from 

quarterly 

aggregate 

preced. 

income 

Income  for 

period 

(3+4) 

the  year 

1 

£ 

3 

4 

5 

5 

1930 

£££ 

55.5 

m 

55.5 

55.5 

33.3 

88.8 

55.5 

53.3 

108.3 

55.5 

55.0 

120.0 

37  £.8 

1931 

311 

77.75 

7£.Q 

149.75 

77.75 

89.85 

187 . 50 

77.75 

100.55 

178.31 

77.75 

105.99 

184.74 

880.40 

1932 

£77 

59  .£5 

110.84 

180.09 

69.  £5 

108.05 

177.30 

59.  £5 

106.38 

175.53 

59.25 

105.38 

174.53 

707.55 

1933 

174 

43.75 

104.78 

148.53 

43.75 

89  .IE 

132.87 

43.75 

79. 72 

123.47 

43.75 

74.08 

117.83 

522.70 

1934 

190 

47.5 

70.70 

118.EO 

47.5 

70. 9£ 

118.42 

47.5 

71.05 

118.55 

47.5 

71.13 

118.83 

473.80 

1935 

i?£ 

43.0 

71.18 

114.18 

43.0 

68.51 

111.51 

43.0 

66.91 

109.91 

43.0 

65.95 

108.95 

444.55 

1936 

34 

8.5 

55.37 

73.87 

8.5 

44.32 

52.82 

8.5 

31.59 

40.19 

8.5 

£4.11 

32.81 

199.49 

193*? 

33 

8.35 

19.57 

27.82 

8.35 

15.89 

£4.94 

8.35 

14.98 

£3.21 

8.35 

13.93 

£2.18 

98.15 

1938 

152 

38.0 

13.31 

51.31 

38.0 

30.79 

58.79 

38.0 

41.27 

79.27 

38.0 

47.55 

85.58 

£84.93 

APPENDIX  B  . 

Income  Created  by  Government  Deficit  Spending,  the  United 
States,  1930-1938.  In  Millions  of  Current  Dollars*  (According 
to  the  multiplier  theory;  assumed  three  months  periods,  and 
marginal  propensity  to  consume  of  0.6)* 


Yearly  Quarterly  Spent  Total 

Year  deficit  deficit  from  quarterly 

preced*  income 

period  (34*4) 

1  £  3  4  5 


1930 

257 

64.  £5 

•» 

64  .  £  5 

64.  £5 

38.55 

10  £.  80 

64.  £5 

61.68 

1£5.93 

64.  £5 

75.56 

139.81 

432.79 

1931 

£798 

699.50 

83.89 

783.39 

699.50 

470.03 

1169.53 

699.50 

701. 7£ 

1401. ££ 

699.50 

840.73 

1540. £3 

4894.37 

1932 

1705 

4£6.  £5 

9 £4. 14 

1350.39 

426.25 

810. £3 

l£3b.46 

4£6.£5 

741.89 

1168.14 

4£6.£5 

700.88 

1137.13 

4892«14 

1933 

1£7£ 

318 

682.28 

1000. £8 

318 

600.17 

918.17 

318 

550.90 

368o90 

318 

521.34 

839.34 

3626.69 

1934 

£355 

588.75 

503.60 

109£.35 

* 

588.75 

655.41 

1 £44.16 

588.75 

745.50 

1334. £5 

588.75 

800.56 

1389.30 

5060.06 

1935 

1649 

462.25 

833.58 

1295.83 

462.25 

777.50 

1203.77 

462.25 

7££.£6 

1184.51 

462.25 

710.71 

1172.96 

4857.07 

1936 

2879 

719.75 

703.78 

14  £3 . 53 

719.75 

854. 1£ 

1573.87 

719.75 

944. 3£ 

1664.07 

719.75 

998.44 

1718.19 

6379.66 

1937 

-885 

-171. £5 

1030.91 

859.66 

(  surplus) 

-171. £5 

515.80 

344.55 

-171. £5 

£06.73 

35.48 

-171. £5 

£1.£9 

-149.27 

1090.42 

37£.50 

-79.56 

292.94 

37 £.50 

175.76 

548.26 

37  £.50 

3£8.96 

701.46 

37 £.50 

4  £0  •  88 

793.38 

£336.04 

Dericit  created 
aggregate 
income  for 
the  year 
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